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Experience the Money Museum virtually, including 
Money of Empire: Elizabeth to Elizabeth, the 
immersive World War | exhibit, Money of the 
| ~ Civil War, the Harry VV. Bass, Jr. Collection 

of U.S. gold coins, and much more at 





Become a member of the American Numismatic Association 
for as little as $30. Call 800-367-9723 or visit money.org/join 


AM: E Tet: Ao IS 


ASSOCIATION 


rf ie 
_ es 16 


2 


FINANCIAL 
HISTORY 


THE MAGAZINE OF THE 
MUSEUM OF AMERICAN FINANCE 


in association with 
the Smithsonian Institution 


Issue 140 - Winter 2022 
(ISSN 1520-4723) 


Kristin Aguilera 
Editor 


EDITORIAL ADVISORY BOARD 
Howard A. Baker, Esq. 
Howard Baker Associates 
Lawrence A. Cunningham 
The George Washington University 
Brian Grinder 
Eastern Washington University 
Gregory DL Morris 
Freelance Journalist 
Susie Pak 
St. John’s University 
Arthur W. Samansky 
The Samansky Group 
Myles Thompson 
Columbia Business School Publishing 
Janice Traflet 
Bucknell University 
Robert E. Wright 
American Institute for Economic Research 


Jason Zweig 
The Wall Street Journal 


ART DIRECTION 
Alan Barnett Design 


MUSEUM STAFF 
David J. Cowen, President/CEO 
Kristin Aguilera, Deputy Director 
Robert Dinkelmann, IT/Technology 
Maura Ferguson, Director of Exhibits 
Sarah Poole, Collections Manager 


Linda Rapacki, Managing Director 
of Visitor Services and Operations 


Mindy Ross, Director, External Relations 
Ben Urizar, Assistant Director of Visitor Services 


Copyright © 2022 by the 
Museum of American Finance, publisher. 
All rights reserved. 


Financial History is the official membership 
magazine of the Museum of American Finance. 


MUSEUM 


OF AMERICAN 


FINANCE 


& Smithsonian Affiliate 





IN THIS ISSUE 


© 


© 


FEATURES 





Words of Wisdom 


Remarks from the 2022 Museum of American Finance Gala. 


> By Jordan Melamed, Leo Melamed, Bob Pisani, Thomas Peterffy, 
Michael Milken, Steven T. Mnuchin, Richard Sylla and John E. Herzog 


Bread & Roses: Not Just 
Subsistence, but Dignity 


The 1912 Lawrence Textile Strike set 
precedents for industry-wide action, 
inter-ethnic collaboration and 
women’s leadership. 


> By Gregory DL Morris 





Shareholder Wealth Maximization 


The debate over whether a corporation's primary purpose is to make 
money for shareholders or protect the interest of all stakeholders. 


> By Dalia Mitchell 


A Shot to Save the World 


BioNTech CEO Ugur Sahin and Moderna CEO Stéphane Bancel were two 
of the innovative executives behind the COVID-19 vaccines. 


> By Gregory Zuckerman 


The Founders’ Fortunes 


Benjamin Franklin's early rise 
and business career, 


> By Willard Sterne Randall 





The “Power” of the Tennessee Valley Authority 
in the 1930s 


FDR envisioned the TVA would enhance the Tennessee Valley through 
environmental conservation, reforestation and both agricultural 

and economic development. It eventually became an important 
counterbalance to investor-owned utilities in that region. 


> By Michael A. Martorelli 


FINANCIAL HISTORY | Winter 2022 | www.MoAF.org 


IN THIS ISSUE DEPARTMENTS Plea eu 


Andrea de Cholnoky, Co-Vice Chair 


Golden Seeds 


Karen Seitz, Co-Vice Chair 
Fusion Partners 





Robert Muccilo, /reasurer 
4 | Message to Members Consolidated Edison 
, . Alvi Abuaf 
> By David Cowen, President and CEO Motive Partners Private Equity 
Peter Akwaboah 


Morgan Stanley 
Gregory Bauer 


Moody's 
oS The Ticker Marcy Cohen 
ING Americas 
The Museum hosts panel discussions on NFTs and SPACs and announces David J. Cowen, President/CEO 


Museum of American Finance 


Sanford Crystal 
Crystal & Company 


new national Museum Finance Academy (MFA) program. 


Lawrence A. Cunningham 
The George Washington University 


John P. Davidson Ill 





Educators’ Perspective occ 
Will Rogers: The Oracle of Oklahoma So 


Charles Elson, Advisory Trustee 
University of Delaware 


Eileen Fahey 
Fitch Ratings 


Adam Goldstein 


> By Brian Grinder and Dan Cooper 


. Vettery 
@® Book Review Martha Clark Goss 
American Water Works 
The Gold Stanaara: Retrospect and Prospect, eery'Gunderson 
edited by Peter C. Earle and William J. Luther. onan 
Bradford Hu 
> Reviewed by James P. Prout Citi 


Carol Kaimowitz 
Retired Insurance Executive 
Glenn Kaufman 
Kaufman Family LLC 


€) Trivia Quiz Ranch Kimbal 


Glorious Cahoots Capital Partners 


Mitti Liebersohn 
Avison Young 
Consuelo Mack 
WealthTrack 
Joseph Mecane 
Citadel Securities 
Elizabeth O’Melia 
S&P Global Ratings 
Chris Perry 
Broadridge 
Brad Peterson 
Nasdaq 
Bob Pisani 
CNBC 


Mark Shenkman 
Shenkman Capital Management, Inc. 


David L. Shuler 


While the research and science 
behind the COVID-19 vaccines 


have been well-documented, far itBit 

: Maria Smit 
less has been written about the he ee 
entrepreneurs and financiers whose sichard evils 


New York University 
Saul Van Beurden 
JPMorgan Chase 


Charles Wait 
The Adirondack Trust Company 


tenacity and business acumen made 
this innovation possible. See article, 
page 26. 


posi deed 





Anton Petrus 


John E. Herzog, Chairman and Trustee Emeritus 





www.MoAF.org | Winter 2022 | FINANCIAL HISTORY 3 


|THE TICKER’ MUSEUM NEWS 


Financial Innovators Honored at 2022 Gala, 
MoAF Founder Pledges $1 Million Endowment Gift 


2022 IS OFF TO A PRODUCTIVE START 
for the Museum, with new exhibits and 
events, two new educational series and a 
successful annual Gala. 

We are very thankful for all of our sup- 
porters who sponsored and attended our 
second consecutive virtual Gala on March 
7. The stories of honorees Leo Melamed 
and Thomas Peterffy—both immigrants 
who rose to the top of their fields as inno- 
vators in electronic trading—are particu- 





r 


larly remarkable (see Gala Remarks, page 
10). We are also very grateful to Museum 
founder John Herzog, honored at the Gala 
with a Special Recognition of Service, for 
announcing a $1 million gift to create an 
endowment fund for the Museum. This 


David J. Cowen | President and CEO 


generous donation will lay the ground- 
work for future growth, and we hope 
many of our supporters will join John in 
donating to this fund. 

Our exhibit team has been hard at work 
this year turning some of our most popular 
past exhibits into full-scale virtual exhib- 
its. The first of these, “Women of Wall 
Street,” launched on March 8 in celebration 
of International Women’s Day. For those 
interested in visiting some of the objects 
from our collection in person, 
RiseNY opened to the public 
in Times Square this month 
featuring our Hamilton statue 
and other objects of interest 
(see article, page 8). 

Another exciting develop- 
ment this Spring is the national expan- 
sion of our very popular Museum Finance 
Academy (MFA) high school program, 
thanks in part to outreach efforts by other 
Smithsonian Affiliate museums across 
the country. Registration for the national 
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program will open soon, with two ses- 
sions of the five-week virtual class and four 
scholarships offered per session. Details 
will be available at www.moaf.org/mfa. 

In the first quarter of 2022, we also held 
our second financial education series in 
partnership with the New York Public 
Library's Thomas Yoseloff Business Cen- 
ter. The eight-part “Retirement A to Z” 
series was held virtually from January 19 
through March 9 and was a follow-up 
to the “Investing A to Z” series, which 
ran last summer and attracted more than 
3,000 participants. We anticipate these 
financial education offerings for adults 
will become regular aspects of the Muse- 
um’s programming. 

And, of course, none of this program- 
ming would be possible without the 
continued support of our members and 
friends. Thank you to all who have contin- 
ued to support the Museum via our Gala, 
annual appeal and membership. We truly 
appreciate all of you. 


Clockwise from top 
left: The Museum 
honored Steven 
Mnuchin, Leo 
Melamed, Thomas 
Peterffy and John 
Herzog at its 2022 
Gala on March 7. 
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MoAF Presents Virtual Panel Discussions 
on SPACs and NFTs 


THIS WINTER, the Museum hosted virtual 
evening panel discussions on two of the 
most exciting and timely topics in the 
financial markets. In December, industry 
leaders involved in different aspects of 
taking companies public discussed the 
role of SPACs as an increasingly popular 
alternative to the more traditional IPO. 
Topics included regulatory and legisla- 
tive scrutiny, trends in SPAC structures, 
SPACs as an investment opportunity and 
the outlook for 2022 and beyond. 

The program began with an introduc- 
tion by Michael Harris, head of Capital 
Markets & Business Development at Cita- 
del Securities. The panel discussion was 
moderated by Sonali Basak, Global Wall 
Street Correspondent for Bloomberg Tele- 
vision. Panelists included Andrew Cohen, 
Founder & CIO of Difesa Capital Manage- 
ment; E. Ramey Layne, Partner at Vinson 
& Elkins; David Panton, Managing Part- 
ner for SPAC Operations at Navigation 
Capital Partners; and Eklavya Saraf, Global 
Head of SPAC Listings and Managing 
Director of Listing Services at Nasdaq. 


“SPACs: The New IPO?" Virtual Panel Discussion 


This winter, the Museum hosted timely panel discussions on 


Panelists discussed the alignment of 
incentives in SPACs and the upside poten- 
tial and downside risks for the individual 
investor, particularly given the increased 
legal oversight of the market segment. 
They also debated whether the SPACs 
phenomenon would continue in the face 
of market turbulence and frequent disap- 
pointment in post-SPAC performance. 

Then, on February 15, nearly 650 people 
attended the Museum’s virtual program on 
NFTs (non-fungible tokens). “NFTs: Wel- 
come to the Metaverse” featured leaders in 
the NFT market who discussed the current 
explosion and future opportunities within 
this crypto segment. NFTs are a family of 
crypto assets that hold ownership of unique 
data linked to a blockchain. They are typi- 
cally packaged as digital collectibles, works 
of art, music, video game items, real estate 
of virtual reality platforms or concert tick- 
ets. With the NFT market exceeding $27 
billion, the panelists discussed the factors 
that separate this highly profitable digital 
market from the rest. 

The panel discussion was moderated by 





Michael Maloney, Adjunct Professor at 
Fordham Law, and included an introduc- 
tion by Ronny Yakov, Chairman & CEO 
of OLB Group. Panelists included Michael 
Amar, Co-founder of Paris Blockchain 
Week Summit & Paris NFT Day; Benjamin 
Cole, Loschert Chair in Entrepreneurship 
at the Fordham Gabelli School of Business; 
Devika Kornbacher, Partner at Vinson & 
Elkins; and James C. Row, Founder and 
Managing Partner of Entoro Capital. 

The audience submitted more than 
100 questions for the panelists primarily 
related to what gives an NFT value, how 
to protect the value of the original asset 
and how to ensure the NFT is not illegally 
duplicated. The panel was well-suited to 
address the legal and financial implications 
of participating in the NFT market, both 
from the buyers’ and sellers’ perspectives. 

Given the strong interest in NFTs, the 
Museum expects to revisit this topic with 
a follow-up program later in the year. The 
videos from both of these events are now 
available on the Museum’s YouTube chan- 
nel, www.youtube.com/financemuseum. $ 





“SPACs: The New IPO?" (left) and “NFTs: Welcome to the Metaverse’” (right). 
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|THE TICKER’ MUSEUM NEWS 


In Memoriam: MoAF Trustee Verne Sedlacek 


THE BOARD OF TRUSTEES and staff of the 
Museum of American Finance mourn 
the passing of Trustee Verne Sedlacek, 
who died suddenly while on vacation 
on December 10, 2021 at the age of 67. 
An active and valued member of the 
MoAF Board since 2015, Verne led several 
committees, including Governance and 
Strategic Planning. 

“Verne was a great person and a tre- 
mendously supportive Board member,” 
said MoAF President David Cowen. “Our 
staff had a particular fondness for him as 
well, as he always treated them with the 
utmost respect.” 

Verne graduated from Princeton Uni- 
versity in 1967 with a degree in Economics. 
Upon graduation, he was employed in the 
Audit Division of Arthur Andersen & Co., 
while simultaneously studying Account- 
ing at the New York University Graduate 
School of Business. After working with 
investment and Wall Street firms as clients 
at Arthur Andersen, Verne entered the 
world of investment management when 
he was hired in 1983 by Harvard Manage- 
ment Company, which manages Harvard 
University’s endowment. He worked there 
for 15 years, ultimately serving as CFO and 
executive vice president. 

In 1998, Verne was hired as president 
of John W. Henry & Company, an invest- 
ment management business. In 2003, he 
became the president and CEO of Com- 
monfund, a not-for-profit organization 
providing investment management, advi- 
sory and consulting services to non-profit 
institutions. Verne was highly respected in 
the investment and endowment manage- 
ment fields for his insights and ability to 
identify and anticipate important trends 
affecting those industries. 

In 2013, the National Association of 
College and University Business Officers 
awarded Verne the Rodney H. Adams 
Endowment Award for his outstanding 
individual contributions to professional 
development activities in the area of uni- 
versity endowment and investment man- 
agement. He was a steadfast believer in the 
power of philanthropic giving, responsible 


management and altruistic investment to 
ensure and improve the accessibility and 
quality of education for current and future 
generations. 

At the time of his death, Verne was 
a senior fellow with the M.J. Murdock 
Charitable Trust in Vancouver, WA, on 
the investment committee for the Wil- 
liam Penn Foundation and on the Dean’s 
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Advisory Board of the Ancell School of 
Business at Western Connecticut State 
University. In addition to being a trustee 
of the Museum of American Finance, 
he was also a member of the boards of 
the Thrivent Mutual Fund Complex and 
Valparaiso University. He will be deeply 
missed by all who had the privilege to 
know him. § 
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Four Students Awarded MFA Merit Scholarships 


THE MUSEUM OF AMERICAN FINANCE is 
proud to announce that four outstand- 
ing students have received the Museum 
Finance Academy (MFA) merit scholar- 
ships for the Fall 2021 semester. The MFA 
is a free five session personal finance cer- 
tificate course for 11th and 12th graders with 
the goal of teaching students to aspire to 
financial independence through developing 
an appreciation for savings, establishing 
financial goals and learning to avoid scams. 

John Zapolski, a 17-year-old senior 
at Somers High School in Connecticut, 
received the top scholarship award of 
$1,000. Upon graduation, John plans to 
attend Villanova University and major in 


Accounting and Finance. His long-term 
career goal is to own his own finan- 
cial planning company and assist under- 
served individuals in becoming financially 
independent. 

The other three top achievers in the 
MFA program received scholarships of 
$500 each. They include Tyler Harwood, 
a junior at West Orange High School 
in New Jersey, who said the MFA has 
helped reaffirm and solidify his interest 
in finance as a potential career choice; 
Gabriel Springer, a junior at Glen Ridge 
High School in New Jersey, who aspires 
to work as a financial advisor or attorney; 
and Katherine Toledo, a junior at the High 
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School for Economics and Finance in New 
York City, who plans to become a corpo- 
rate tax lawyer. 

The scholarship winners were featured 
in a video created by the Museum’s pro 
bono PR agency, Vested, for the opening 
of the 2022 Gala. The Museum is thank- 
ful to Con Edison for its continued sup- 
port of this program. 

The Museum will bring the MFA pro- 
gram to a national audience this Spring, 
with the addition of a second section of 
the class which will run at a later time 
to accommodate students in the western 
United States. More information can be 
found at www.moaf.org/mfa. $ 
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The Museum is proud to announce that (clockwise from upper left) John Zapolski, Tyler Harwood, Gabriel Springer 
and Katherine Toledo have received the MFA merit scholarships for the Fall 2021 semester. 
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RiseNY Exhibit Features Objects from MoAF Collection 


ON MARCH 2, RiseNY—an exhibit expe- 
rience and ride celebrating New York 
City—opened in Times Square. In addi- 
tion to a virtual reality-type ride through 
the city, the experience includes several 
small galleries representing defining 
aspects of New York, including fashion, 
film and finance. 

The Museum of American Finance is 
one of several museums, non-profit orga- 
nizations and subject area experts who 
consulted on the gallery exhibits to ensure 
the quality and accuracy of the content. 


The finance gallery features the Museum’s 
Alexander Hamilton plaster statue that 
was the model for the one in Central Park 
commissioned as a gift to the City of New 
York by Hamilton’s son, John C. Hamil- 
ton. The exhibit also includes one of the 
Museum’s checks signed by Alexander 
Hamilton and the Bull & Bear statue that 
was stationed at the entrance of the New 
York Stock Exchange Luncheon Club for 
several decades and was subsequently dis- 
played in the Museum’s “Financial Mar- 
kets” exhibit. 


RiseNY was created and produced by 
Running Subway in partnership with 
several prestigious cultural institutions, 
Broadway shows and individuals that serve 
as co-curators of their respective galleries. 
In addition to the Museum of American 
Finance, they include the Rock & Roll Hall 
of Fame, Museum of Broadcast Communi- 
cations & Radio Hall of Fame, Museum at 
FIT, Skyscraper Museum, Tribeca Festival 
and David Bushman, former head curator 
at The Paley Center. For more informa- 
tion, visit https://www.riseny.co. § 
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MUSEUM NEWS |THE TICKER’ 


Museum Receives Donation 
of Early Index Fund Documents 


THE Museum recently hosted an event 
with Financial Times reporter and author 
Robin Wigglesworth on his book, Trillions: 
How a Band of Renegades Invented the 
Index Fund and Changed Finance Forever. 
In the book, Vanguard founder Jack Bogle 
is quoted, calling index funds “the greatest 
invention in the history of finance.” 

A recent donation to the Museum’s col- 
lection from Arthur Lipper reflects an inter- 
esting piece of new information regarding 
the history of index funds. Lipper filed red 
herrings with the SEC in 1969 and 1972 
for his conception of the “Industrial Stock 
Average Fund” based on the Dow Jones 
Industrial Average. All of the core concepts 
of indexing are there as, according to the 
prospectus, the fund would “continuously 





purchase approximately equal numbers of 
shares of the Component Stocks in sub- 
stantially the same relative proportions as 
their prices of the Component Stocks bear 
to the Average.” 

While Lipper filed his fund, it never 
came to fruition. Wigglesworth explained 
that there were many attempts and vari- 
ous iterations in the late 1960s and early 
1970s to create something akin to an 
index fund without expressly calling it 
that. They included the short-lived Wells 
Fargo Stagecoach Fund and the $6 million 
Samsonite account that tracked the entire 
NYSE in 1971. While Lipper’s fund didn’t 
take off, he did codify it with his filings, 
and we are thrilled to add this piece of 
index history to our collection. 
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WORDS of WISDOM 


Excerpts from the Remarks 
Delivered at the Virtual 2022 Museum Gala 


At the 2022 Museum of American Finance Gala on March 7, the Museum honored Leo Melamed with the Financial 
Innovation Award, Thomas Peterffy with the Lifetime Achievement Award, Steven T. Mnuchin with the Whitehead Award 
for Distinguished Public Service and Financial Leadership and John E. Herzog with a Special Recognition of Service Award 

for his visionary founding of the Museum. Excerpts from the remarks delivered that evening are published below. 


JORDAN MELAMED 


Producer and Director, Outcry Films 


In 1939, at the age of 
seven, Leo—along 
with his parents, Isaac 
and Faygl Melamdov- 
ich—were forced to 
flee Poland while hid- 
ing out from the 
Gestapo in Lithuania. 
Leo’s father, a school teacher, gave him his 
first lesson in free markets. Isaac took Leo 
to a marketplace, where he offered a shop- 
keeper one Polish zloty for a loaf of bread. 
But the shopkeeper said, “No. I'll take one 
Lithuanian litas or two Polish zlotys.” His 
father explained it didn’t matter what the 
government said. Real value was deter- 
mined in the marketplace. This lesson in 
foreign exchange remained deeply embed- 
ded in young Leo’s mind, as their odyssey 
of escape continued for two years, three 
continents and four currencies—from the 
Lithuanian litas, to the Russian ruble, to 
the Japanese yen and, finally, finding 
safety in the US in 1941. 

At the age of 19, as a young law stu- 
dent, Leo took a summer job as a runner 
on the floor for the Chicago Mercantile 
Exchange. It was a kismet meeting of 
character and faith, and Leo quickly rose 
up the ranks to become chairman of the 
exchange. 

At the time, CME was a backwater 
futures market, offering hedging on pork 





bellies and cattle contracts. Then Leo had 
an idea that revolutionized the industry. 
Leo said futures could work for more than 
just agriculture. They could protect gov- 
ernments and companies from currency 
risk: Swiss francs, British pounds, Japa- 
nese yen. In 1972, the International Mone- 
tary Market opened for business, ushering 
in the modern era of risk management. 

Leo led the CME in introducing con- 
tracts on Treasury bills in 1976, Euro dol- 
lars in 1981 and stock index futures in 1982. 
This once backwater exchange became 
the leading futures market in the world, 
and Leo became known as the “father of 
financial futures.” 

In 1987, Leo championed breaking 
with the tradition of open outcry trad- 
ing, embracing technology in futures. He 
spearheaded the introduction of CME 
Globex, the world’s first electronic futures 
trading system, providing users across 
the globe with 24-hour access to global 
markets. It set the standard for every 
major exchange in the world. Throughout 
the years, as chairman emeritus of CME 
Group, Leo has traveled the world advis- 
ing governments on the development of 
futures markets. 

Never forgetting his family heritage, 
Leo served on the executive committee 
of the United States Holocaust Museum 
and was a founding member of the muse- 
um’s committee on conscience, a sentinel 
against future genocide. He has authored 
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numerous books, including his memoirs, 
and even a science fiction novel—not 
surprising, since his life has indeed been 
about the futures. 

Who knows if a lesson from a father 
to a son in a Lithuanian market changed 
the course of financial history? But Leo 
Melamed has been a pioneer, innovating 
and transforming the futures industry 
for the last 50 years. A visionary with the 
chutzpah to dream and the temerity to 
bring his dreams to life. The recipient of 
the 2022 Financial Innovation Award, Leo 
Melamed. 


LEO MELAMED 
Chairman Emeritus, CWE Group 
Chairman and CEO, Melamed & Associates 


Allow me first to 
thank the Museum of 
American Finance for 
awarding me _ this 
incredible honor. I 
am thrilled with it. It 
is a privilege of great 
magnitude given the 
history and previous honorees. It is also a 
special honor for me to be included with 
this year’s recipients—Secretary Mnuchin 
and Thomas Peterffy—two outstanding 
Americans in the world of finance. Allow 
me also the thank my son, Jordan, a tal- 
ented movie maker, for the introduction 


that he prepared for this event. It was a 
most difficult assignment, given the nearly 
50 years of my leadership at the Chicago 
Mercantile Exchange, now known as the 
CME Group. 

I began life as an escaped child from 
the Holocaust. I was seven years old. Our 
incredible escape was due to a great deal 
of good luck, coupled with the brilliance 
of my parents, who had the insight and 
courage to leave everything behind and 
miraculously outwit the Nazis and the 
KGB. It was an odyssey that in two years 
spanned three continents, six languages, 
the Trans-Siberian Railroad and Japan, 
courtesy of a life-saving transit visa from 
Japanese Consulate General to Lithuania, 
Chiune Sugihara. 

Given this history, the achievements 
in finance that I carried out take on even 
greater meaning. One must never lose 
sight of the fact that it was here in the 
US—the land of the free and home of the 
brave—that this refugee from Bialystok, 
Poland, without American roots, without 
wealth, without clout or influence was 
given the opportunity to enter the world 
of futures markets and climb to the top of 
its complex structure. This would never 
have been possible in any other country. 

To understand how and why this came 
about, one must recognize that the Ameri- 
can Dream, the American free market 
ideal, is not simply an economic principle 
giving an individual the right to produce 
goods and services without coercion or 
government intervention. Instead, as I 
state in my most recent book, Man of the 
Futures, it encompasses a whole way of 
life and social philosophy: ethics, moral 
values, jurisprudence, ideas and a way of 
life. Indeed, capitalism is embodied in the 
American free market ideal. They are one 
and the same. At its core is liberty: the 
right to act pursuant to one’s judgement, 
the right to confront ancient truisms, the 
right to examine new ideas, to experiment 
and explore, and even to fail without the 
stigma of failure. 

Yes, it was the free market ideal that 
gave me the courage as chairman of the 
CME in 1970 to question why futures mar- 
kets were limited to agricultural commod- 
ities. When I dared propose to my Board 
of Directors the idea of currency futures, 





they laughed me out of the room. They 
told me I was a lawyer and not an econo- 
mist, so I did not understand why. No, I 
did not. I saw just the opposite. Financial 
products needed futures to hedge their 
risks, to protect their profits. When I 
posed the question to Milton Friedman, 
he said it was a great idea. The rest, as 
they say, is history. The idea grew expo- 
nentially. Nobel laureate Merton Miller 
said that I ushered in the modern era of 
finance. 

But I was not finished. I was breaking 
some additional ancient truisms. In 1986, 
I perceived the technology that was com- 
ing. I said to our members, “Anyone who 
has not seen the handwriting on the wall is 
blind to the reality of our times. The mar- 
kets of the future will trade by way of the 
screen. Those who dare ignore this reality 
face extinction.” 

It was heretical. I had death threats. I 
needed a police escort. But I would not 
surrender my belief. I spent the follow- 
ing 15 years preaching technology to the 
world. Globex, the Merc’s global elec- 
tronic transaction system, is one proud 
result. The world markets followed. So 
I am grateful to the Museum of Ameri- 
can Finance for recognizing some of my 
achievements. Thank you. 


BOB PISANI 
Senior Markets Correspondent, CNBC 


Those were such 
inspiring remarks 
from Leo Melamed. 
What a_ wonderful 
leader. One of the 
central figures in 
American commerce 
and trade. It’s obvious 
why he’s referred to as the “father of finan- 
cial futures.” And what a wonderful trib- 
ute by his son, Jordan, in that beautiful 
introduction. 

Now tonight we celebrate two icons in 
electronic commerce who took us into a 
new world. Two men who have incredible 
personal stories. Who overcame all odds 
to succeed and to lead. Who dared to 
define their own futures. 


Tonight, we honor Thomas Peterffy 
with the Museum’s Lifetime Achievement 
Award. This is only the second time this 
particular recognition has been awarded 
to an industry legend at the Museum’s 
Gala. Thomas is the embodiment of the 
American Dream, an immigrant who 
came to this country with little means, 
no command of the English language and 
through talent, perspiration and vision 
built an incredible company. 

Born in the midst of World War II, 
Thomas emigrated here in 1965 and was 
an early adopter of computers for an engi- 
neering firm that he was working at. He 
wrote code and then in 1977 bought a seat 
on the AMEX to trade options—becoming 
the first to use computer-generated daily 
valuation sheets. That was a true techno- 


logical breakthrough. 
A constant force for automation to 
replace inefficient manual systems, 


Thomas created the predecessor of Inter- 
active Brokers with four employees—and 
the rest is history. Interactive Brokers 
currently employs 2,400 people. It’s got 
close to $10 billion in equity capital and 
conducts business in 135 markets. As any- 
one who is a client of Interactive Brokers 
knows, it is continually hailed as the best 
discount brokerage platform in the United 
States by Barron’s for its elegance and 
ease of use. Thomas stepped down as 
CEO of Interactive Brokers in 2019, and 
he remains on its Board and majority 
shareholder. 

I have known Thomas for many years. 
He has been a source of great wisdom. 
And, just as important, he’s a man who 
makes himself accessible when I’ve needed 
details or information on some aspect 
of trading for stories Pm working on for 
CNBC. He’s one of the great experts in 
the field and not just someone who sits up 
in an ivory tower. He very much knows 
the details of how the markets function, 
and how they are put together. For over 
50 years, he has been at the forefront of 
applying computer technology to auto- 
mate trading and brokerage functions. 
He truly exemplifies tonight's theme. As 
a friend and admirer, I am honored to 
introduce Thomas Peterffy—an extremely 
worthy recipient of the Museum’s 2022 
Lifetime Achievement Award. 
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THOMAS PETERFFY 
Chairman and Founder, 
Interactive Brokers Group 


I came to America 
when I was 21 and not 
speaking the lan- 
guage. One of the few 
things I could do was 
to learn computer 
programming. I soon 

found a job on Wall 
Street at a commodities trading firm as a 
programmer. There was more and more 
talk about things called puts and calls and 
how nobody had any idea how to calculate 
proper prices for them. 

I took it upon myself to try to figure it 
out on my own computer. After months of 
building different computer models, I had 
one that could create prices at which— 
after all simulated buying and selling of 
different kinds of options—I would break 
even. In other words, the model could cal- 
culate the fair price of an option. 

The model turned out to be a computer 
coded generalized solution of the Black- 
Scholes formula, which at the time I didn't 
know about. In 1975, call options began 
trading at the American Stock Exchange. 
By 1977, after put options were also listed, 
I saved enough money to start a market 
making business. I got up my courage, 
bought a seat on the Amex and became a 
market maker on the trading floor. 

Right from the very start, it was evident 
to me that floor trading must be comput- 
erized. There were about 20 series of listed 
options on each stock and five traders 
including the specialist. He was supposed 
to keep track of which of the five traders 
bid or offered how much for which series, 
in what time order, and allocate the trades 
accordingly. This was a physically impos- 
sible task for a human, but very easy to do 
with a computer. 

I started lobbying the exchange admin- 
istrations. I tried to convince them that 
they must computerize the process, but 
the specialists did not want to hear about 
it. Given that the price-time priority was 
based entirely on their subjective recollec- 
tions, they could do anything they wanted. 
The same was true for the most influential 
market makers on the CBOE. 





By 1986, we had built a completely 
autonomous system that generated bids 
and offers for all of the listed options at the 
time. Had we had an electronic exchange, 
we could have built an entirely auton- 
omous liquidity provider. Our greatest 
challenge was to get our bids and offers 
to the floors and to have people recognize 
them and trade with us. 

Starting in 1990, electronic options 
trading was introduced in Europe and 
Asia. We immediately offered to pro- 
vide liquidity and connected to these 
exchanges. This was great business, and 
we did not need too many employees to 
supervise the automated system, unlike 
in the US open outcry exchanges where 
we had to have live humans on the floors. 
The large specialists, the market-making 
firms, had practical voting control of the 
US exchange boards and did not want 
to move until it became absolutely evi- 
dent that if they did not go electronic, 
they would lose to new competitors. Our 
existing worldwide communications net- 
work, our connections and memberships 
to all the exchanges and our vision of a 
global electronic exchange network con- 
nected to potentially billions of investors 
prompted us to enter the electronic bro- 
kerage business in 1993 and incorporate 
IBKR. 

Finally, in the year 2000, the first US 
electronic options exchange, the ISE, 
started. This was the first instance when 
our automated market maker algorithm 
and our customers could interact with a 
US options exchange without any human 
intervention. At the time, we employed 
over 200 exchange members on the other 
US exchanges to do 10-15% of the national 
volume, while we did 50% of the volume 
on the electronic ISE with just two people 
watching in our office. 

In the first decade of the new century, 
all US exchanges grudgingly converted 
to electronic operations. As a result, from 
the smallest to the largest firms, floor staff 
and back office staff were reduced sharply, 
error rates diminished, reports became 
real time and, eventually, transaction costs 
plummeted. The 2008 market crash did 
not break the new electronic market infra- 
structure. It was proven to be more solid 
than the open outcry days of 1987. 
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By 2010, some market makers began to 
buy order flow from retail online brokers. 
Interactive Brokers has always insisted that 
even though we were brokers and market 
makers, we never traded against our own 
customer orders and we were not about 
to change that. In the next several years, 
almost all the direct customer flow dried 
up, and market making on the exchanges 
became unprofitable. We got out of that 
business and have been focusing solely on 
the brokerage business ever since. Thank 
you to the Museum of American Finance 
for the Lifetime Achievement Award. 


MICHAEL MILKEN 


Chairman, Milken Institute 


Thank you to the 
Museum of American 
Finance and congrat- 
ulations on your 2022 
awards, which honor 
America’s financial 
heritage. I am pleased 
oo! to have the honor of 
introducing my long-time friend, Steven 
Mnuchin, who is being presented with the 
Whitehead Award for Distinguished Pub- 
lic Service and Financial Leadership. 

It is often said that luck occurs when 
opportunity meets the prepared mind. In 
so many ways, the United States and the 
world were lucky that Steven Mnuchin 
was Treasury Secretary when the world- 
wide pandemic hit in the first quarter 
of 2020. His lifetime of personal experi- 
ence and significant knowledge of modern 
financial markets prepared him for the 
challenges we all faced. 

I have to say the Secretary was not the 
first Mnuchin I had met on Wall Street. 
The first Mnuchin I met was his father, 
Robert, who was working across the street 
from me at 55 Broad while I was working 
at 60 Broad. As a member of the Mnuchin 
family, Steven was well versed in financial 
markets and only added to his knowledge 
when he came out of Yale and joined 
Goldman Sachs in 1985. He became a 
partner in less than 10 years and by the 
time he left 17 years later, he brought 
his innovative leadership in running the 


mortgage-backed securities department, 
as well as a diverse range of fixed income 
products, and had also served as Gold- 
man’s chief information officer. 

After several years of leading his own 
hedge fund, he took on one of the most 
challenging assignments: the rebuilding 
of a failed residential lender for IndyMac 
during the height of the 2007-2008 Finan- 
cial Crisis. Under his leadership, Indy- 
Mac was renamed One West Bank and 
returned to profitability within one year. 
With One West Bank based in Southern 
California, Secretary Mnuchin moved to 
LA to rebuild the financial institution 
from the ground up. It also provided an 
opportunity for us to meet on a regular 
basis and for the Secretary to take an 
active role in the community. His insights 
and leadership changed so many organi- 
zations, from the UCLA Health System 
to the Museum of Contemporary Art to 
the Center for Financial Markets at the 
Milken Institute. 

He served for four years as Secretary 
of the Treasury, where he brought his 
innovative experience to help maintain a 
strong economy, foster economic growth 
and create job opportunities by promot- 
ing the conditions that enabled prosperity 
both at home and abroad. For his service 
to our country and the world during 
good and extremely difficult times, it is 
an honor to introduce the 77th Treasury 
Secretary of the United States, Steven 
Mnuchin. 


STEVEN T. MNUCHIN 
77th Secretary of the US Treasury 
Managing Partner, Liberty Strategic Capital 


First of all, I want to 
thank Mike Milken 
for that incredibly 
kind introduction. 
Pve known Mike for 
many years, and it’s 
incredible the work 
that he’s done with so 
many organizations, and I couldn't think 
of a better person to introduce me. I am 
quite proud to receive the Whitehead 
Award for Distinguished Public Service 
and Financial Leadership. I had the 








opportunity to meet John Whitehead 
many times. John was co-chairman and 
co-senior partner of Goldman Sachs right 
before I joined. I believe he retired in 1984. 
It's an honor to receive this award because 
he was such a terrific leader in so many 
ways and very much distinguished in 
financial leadership and public service. 

It was a great honor for me to be Trea- 
sury Secretary and serve the country. We 
are very proud of the economic growth 
and foreign policy that we did. And, in 
COVID, I’m extremely proud of the work 
we did with the House and Senate to pass 
the CARES legislation 96-0 and 100-0, so 
incredible bipartisan support. And I truly 
believed that legislation would help so 
many families and businesses survive the 
beginning of COVID, when we shut down 
the entire economy. Not only did we do 
the PPP (Paycheck Protection Program) 
in record speed that helped many small 
businesses, but we're also proud of the 
work we did with the airlines, national 
security and other issues. 

So, ’m honored to follow other Trea- 
sury Secretaries who have also received 
this award, and I thank you very much for 
this great honor. 


RICHARD SYLLA 
Former Chair, 
Museum of American Finance 


Good evening. I’m 
here tonight to intro- 
duce my friend, John 
Herzog, and to pres- 
ent him with a Special 
Recognition of Ser- 
vice from _ the 
Museum. While 
many people have contributed to the 
Museum’s success over the past three 
decades, perhaps nobody has had more of 
an impact on this institution than John. 
Without his inspiration—nearly a third of 
a century ago now—to found a finance 
museum, none of us would be here 
tonight. 

John has dedicated most of his life to 
finance and financial history. He spent 
his active career at Herzog Heine Geduld, 
Inc., which was founded by his father in 


1926. He joined the firm in 1959 and spear- 
headed its expansion to become the third- 
largest Nasdaq market maker. He retired 
from active management on Wall Street 
when Merrill Lynch acquired the firm in 
the year 2000. The story of John’s career is 
candidly told in his book, A Billion to One, 
published by the Museum in 2017. 

John also was long the chairman of 
R.M. Smythe & Co., Inc., one of the 
world’s premier auction houses, special- 
izing in antique stocks and bonds, bank 
notes, coins, autographs and photographs. 
In 1988, he founded the Museum of Amer- 
ican Finance, donating a part of his exten- 
sive collection of financial documents and 
memorabilia to the Museum. 

John and I first met in 1990, when I 
arrived at NYU to teach financial his- 
tory. We quickly found that we shared 
the view that Americans and others too 
little appreciated and too often misunder- 
stood the key role of finance in building 
our dynamic US economy. John and | 
have worked together for more than three 
decades to make this key role of finance 
and economic life more appreciated and 
better understood. For the two of us, it 
has been a rewarding partnership and a 
labor of love. 

It is, therefore, my honor and privilege 
tonight to acknowledge John’s role in 
the Museum’s own history, and to thank 
him for having the vision and foresight to 
found an institution that has not only fur- 
thered the historical study of finance, but 
has helped thousands of people improve 
their own financial lives through the 
Museum’s programs, events and outreach. 

John has already received his award, but 
I will read the inscription: 

“This award is presented to John E. 
Herzog from the Museum of American 
Finance in recognition of his visionary 
founding of the Museum and more than 
three decades of service as chairman and 
trustee.” 

Therefore, I would like to thank you 
personally for all you have done for the 
Museum, and to let you know how much 
I have enjoyed working with you on 
Museum projects over the years. You have 
done a great thing in founding this institu- 
tion and have created a legacy we all can 
be proud of. 
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JOHN E. HERZOG 
Founder and Chairman Emeritus, 
Museum of American Finance 


Thank you so much, 
Dick. You have been 
one of the Museum’s 
greatest supporters 
since we met in 1990, 
first on the Financial 
=, History _ editorial 

Fu board, then the Board 
of Trustees and, finally, as chairman of the 
Board. It has been a great treat for me and 
a pleasure to work with you, and I thank 
you for your unwavering enthusiasm for 
the Museum’s mission. I also want to con- 
gratulate my fellow honorees and thank 
them for their very welcome interest and 
support for the Museum. 

I remember thinking after the Crash 
of 1987 that the American public did 
not really understand the capital markets, 
although they are one of the great gems 





of America. And I thought it might be a 
good time to create a museum to enhance 
the general understanding of finance in 
America. I knew very little about muse- 
ums then, but my energy won, and I 
took an existing family organization and 
changed its name. It worked, and then the 
real fun started. 

At first, people thought I was very far 
out, but gradually things changed and 
greater understanding followed. We were 
surprised when a visitor from China asked 
for a meeting and told us that based on our 
model, there were seven finance museums 
in operation in China. And there were 
others, too, started by people who had 
visited our museum without identifying 
themselves. We were greatly encouraged. 

Our exhibits got much better, and we 
finally got support from the community, 
making it possible to do things so suc- 
cessfully lately. Our relationship with the 
Gabelli School at Fordham, and the finan- 
cial education series for adults with the 


New York Public Library are splendid 
accomplishments. I am so proud of all 
that has happened! I believe my original 
objective will be addressed very well, and 
I hope this new information from the 
Museum will benefit those who take the 
trouble to find it. 

For my part, I will now try to correct my 
great error of the early days in not creating 
an endowment fund, and I will make an 
initial donation to that fund of $1 million. 
I could not be more pleased with all that 
has happened, and if you feel that way, 
please think of investing in the endow- 
ment fund too. 

I would like to thank the Museum for 
this beautiful award. It will have a place of 
honor in my home. It contains the titles 
and dates of 48 exhibits the Museum has 
curated since 1989—a number that would 
have seemed staggering to me in the early 
days. I have wonderful memories of all of 
these, and I know there will be many more 
to come. $ 





MUSEUM 


OF AMERICAN 


FINANCE 


The Museum of American Finance seeks to improve understanding 
of the influence of financial institutions and capital markets on 
the US and global economies, and on individuals’ lives. 


Tax-deductible donations of all amounts are greatly appreciated 
and help support all aspects of the Museum’s mission to educate the 
public through exhibits, financial literacy programs and public events. 


TEXT MOAFGALA’ TO 44-321 TO DONATE NOW 
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Will Rogers: The Oracle of Oklahoma 


By Brian Grinder and Dan Cooper 


MONEY NEVER HAD A HOLD on Will Rog- 
ers. Although he made a fortune over 
the course of his career, he seemed to be 
more interested in giving it away than 
preserving it. His investing aspirations 
were largely limited to land. In one of his 
Weekly Articles from 1932, Rogers wrote 
that he sometimes argued with his wife 
Betty “over what little pieces of real estate 
investments we should try to pay on and 
hold, and which to let go back. As we 
blowed up higher than a Wall Street mar- 
gin speculator, we said, ‘Put it in land and 
you can always walk on it.’ We did, but no 
buyers would walk on it with us.” 

Once when recalling his fondness for 
investing in ocean front property, Rogers 
justified his land obsession with the old 
adage, “there is only so much of it and 
no more, and that they wasn’t making 
any more.” To which he appended, “then 
when I hear Nation after Nation arise and 
announce the amount of coast line they 
had, it sure was discouraging to me.” 

Rogers, with the help of his friend Eddie 
Cantor, fellow Ziegfeld Follies star and 
avid investor, bought stock sometime in 
1928. His only attempt to make money 
in the stock market was short-lived. [See 
“Caught Short: Eddie Cantor’s Lasting 
Impact on Wall Street” in Financial His- 
tory, Winter 2007.| 

The stock market was so puzzling to 
Rogers that he usually avoided it, but 
as he watched his New York colleagues 
“just raking in money with a shovel,” he 
couldn't resist the temptation to take the 
plunge. Rogers wrote, “I was hearing that 
Eddie was piling up a fortune that Rock- 
efeller couldn’t vault over.” So, he called 
on Cantor at the New Amsterdam Theatre 
and told him that he “wanted to get in on 
this skinning of Wall Street.” 

“I didn’t have anything particular 
against Wall Street,” he confessed, “but 
knowing the geographical and physical 
attributes of the street, I knew that it was 
crooked... I just said to myself I would 
like to be with the bunch that has the 


credit of straightening this Alley out.” 

Cantor offered to buy some bank stock 
for Rogers. “It’s selling mighty high,” Can- 
tor told him, “And with this little dab you 
got here you won't get much of it, but it’s 
bound to go up, for banks make it whether 
the market goes up or down.” Rogers agreed 
to the deal knowing that Cantor “was the 
best financier we had in our profession.” 

Rogers checked the papers every day to 
see how his stock market investment was 
faring. “One little drop led to another,” 
he recalled, “till one day I received a let- 
ter from Eddie’s broker saying my check 
would come in mighty handy and for me 
please remit undernamed amount.” The 
losses bothered Rogers and even began to 
adversely affect his performance onstage. 
Finally, he could bear it no longer and 
asked Cantor to sell the stock. 

Rogers admitted getting “out with a 
very moderate loss.” The very next day, he 
reported, the stock “went up big. But the 
whole thing is no place for a weak hearted 
Comedian, and from now on when Eddie 
wants to help me, he can just give me 
some of his old jokes.” 

Rogers made at least two basic mistakes 
in his stock market venture. He relied on 
a tip from a friend, and he watched the 
stock too closely and bailed out as soon as 
the price dropped. This was a classic case 
of “buy high, sell low.”’ 

Cantor had a slightly different take on 
Rogers's venture into stock investing. In 
his second autobiography, he recalled: 


The first day the stock went up five 
points. Then it went up three points, 
then four. For 10 days. On the 11th 
day the stock dropped two points and 
Rogers phoned. 


“Hey, I thought you said that stock 
was going up!” 

“It’s gone up Bill; It’s just dropped a 
couple of points.” 


“Get rid of it. I don’t want any stock 
that drops.” 


Cantor sold the stock and sent Roger the 
profits, which Rogers promptly returned 








Comedian Will Rogers invested in the stock market 
briefly with the help of his friend, Eddie Cantor. 


to Cantor as a donation to a boy’s camp 
Cantor supported. 

Rogers needed more than Cantor’s 
experience to keep him in the market. 
He needed someone more along the lines 
of Warren Buffett, who has often been 
compared to Rogers.’ Buffett biographer 
Roger Lowenstein recalls one of Buffett's 
first pitches to potential clients where 
he “warned them that he would disclose 
nothing about where their money was 
invested. He would give them a yearly 
summary of results, nothing more.” He 
further restricted additions or withdraw- 
als of capital to one day a year, December 
31, but he also made it clear that he would 
only make money if his clients made 
money. Buffett expected his clients to trust 
him and not worry about their money 
under his care.’ 

This strategy was both audacious and 
brilliant. It was audacious because Buffett 
did not yet have a track record to rely on. It 
was brilliant because it helped his custom- 
ers avoid the very “buy high, sell low” mis- 
take Rogers made. Buffett’s preference that 
his clients and shareholders stick with him 
for the long term would have also benefited 
Rogers. When it came to stock market 
investing, the Oracle of Oklahoma clearly 
needed someone like the Oracle of Omaha. 

In some ways, these two Midwest- 
erners are a study in contrasts. Rogers 
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Eddie Cantor—performer and avid investor 


never thought much about money; Buffett 
focused on money from an early age. Rog- 
ers grew up in and loved the rural Mid- 
west; Buffett prefers the urban environ- 
ment of Omaha. Buffett also cares more 
about spelling and grammar than Rogers 
ever did. Nevertheless, it is in their writ- 
ings where the similarities of these two 
oracles from the plains are the strongest. 

Both Rogers and Buffett draw from 
their midwestern influences and engage in 
a down-home, gather-round-the-cracker- 
barrel style of writing that is illuminating 
and unpretentious. Consider the follow- 
ing gems from Buffett’s Berkshire Hatha- 
way Inc. Letters to Shareholders, which he 
began writing in 1978: 


To paraphrase Jackie Mason, at these 
[savings and loan] associations it was 
the managers who should have been 
wearing the ski masks. March 2, 1990 


At some point these managements 
will indeed get the message: The most 
important thing to do when you find 
yourself in a hole is to stop digging. 
But so far that point hasn't got- 
ten across: Insurance managers con- 
tinue to dig—sullenly but vigorously. 
March 1, 1991* 





Warren Buffett—the “Oracle of Omaha” 


In the business world, unfortunately, 
the rear-view mirror is always clearer 
than the windshield. February 28, 
1992 

If history supplied all of the answers, 
the Forbes 400 would consist of 
librarians. February 28, 1997 


Big opportunities come infrequently. 
When it’s raining gold, reach for a 
bucket, not a thimble. February 26, 
2010 


These Rogerian-like observations are 
not what typically flows from the pens 
of American CEOs when they write their 
annual letters to shareholders. However, 
their appeal lies in an unsophisticated 
bluntness, candor and clarity that not only 
delights but conveys an aura of truthful- 
ness that is rarely seen on Wall Street. 
Buffett readily admits mistakes, celebrates 
successes and dismisses the absurdities of 
business leaders and academics in a way 
that elicits trust from his shareholders. 

The annual letters, which Buffett per- 
sonally writes, are meant to inform inves- 
tors about the past year’s activities, to 
educate current Berkshire investors and 
to attract more quality shareholders.’ Buf- 
fett successfully paints memorable word 
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pictures that make his point clearly and 
contribute to the letters’ continued popu- 
larity with investors worldwide. His long- 
lived and well-deserved reputation derives 
from the long-term success of Berkshire 
Hathaway that is clearly communicated 
year after year in his annual letter to 
shareholders. 

Rogers, like Buffett, gained the trust of 
millions of Americans who relied on his 
views on politics, foreign affairs and even 
Wall Street. No one, however, looked to 
Rogers for investment advice. That would 
have to wait for that other midwestern 
oracle. $ 


Brian Grinder is a professor at Eastern 
Washington University and a member 
of Financial History’s editorial board. 
Dr. Dan Cooper is the president of Active 
Learning Technologies. 
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Notes 


1. Warren Buffett writes that this “strategy 
is one many unfortunate investors have 
employed, but never intentionally!” 


2. Lowenstein mentions Rogers five times 
in his Buffett biography. Every mention 
of Rogers is in comparison to Warren 
Buffett. He first writes that “the Ameri- 3. 
can Ideal has always been a self-made 
man from the midcountry—a Lincoln, a 
Twain, a Will Rogers. In an age without 
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heroes, this, too is what Buffett’s disciples 
were seeking in Omaha.” Later, he writes, 
“What [Americans] expected of Wall 
Street was J.P. Morgan; what they saw 
in Buffett was Will Rogers.” Then when 
discussing Berkshire Hathaway Annual 
Reports, he writes, “here, in one package, 
was a J.P. Morgan writing with the irrev- 
erence of Will Rogers.” He also reports 
soap opera star Agnes Nixon’s description 
of Buffett as “the reincarnation of Will 
Rogers.” Finally, Lowenstein notes that 
after an investment in USAir went sour, 
Buffett, “with a touch of Will Rogers,” 
wrote in the 1990 Annual Report, “No one 
pushed me; in tennis parlance, I commit- 
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ted an ‘unforced error. 


According to Buffett, “Charlie formed his 
partnership in 1962 and operated much as 
I did. Neither of us had any institutional 
investors, and very few of our partners 
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were financially sophisticated. The people 
who joined our ventures simply trusted 
us to treat their money as we treated our 
own. These individuals—either intuitively 
or by relying on the advice of friends— 
correctly concluded that Charlie and | 
had an extreme aversion to permanent 
loss of capital and that we would not have 
accepted their money unless we expected 
to do reasonably well with it.” Berkshire 
Hathaway, Inc. 2020 Letter to Sharehold- 
ers, page 10. 


According to Rogers historian Randall 
Young, one of Rogers’s lesser-known 
quotes is, “If you find yourself in a hole, 
stop digging.” 


Cunningham (2020) defines quality 
shareholders as “those who buy large 
stakes and stick around, neither thor- 
oughly-diversified indexers nor short- 


term traders.” 
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NOT JUST SUBSISTENCE, BUT DIGNITY 





The 1912 Lawrence Textile Strike set precedents for industry-wide action, 
inter-ethnic collaboration and women’s leadership 


By Gregory DL Morris 


IN 1912, a state law in Massachusetts went 
into effect reducing the work week of 
women and children from 56 to 54 hours, 
according to the Bread & Roses Heritage 
Committee's (BRHC) brief history of the 
Lawrence Textile Strike. “But because so 
many women and children worked in 
the mills, men’s hours were also reduced. 
When the first paychecks of the year 
revealed a cut in pay, thousands of work- 
ers, already barely surviving on an average 


Cartoon published in Collier's on March 9, 1912. 
Original caption: On February 24 and 25, soldiers 
and policemen forcibly prevented parents from 
sending their children away from Lawrence to 
cities that offered food and shelter. 


pay of $8.76 a week, walked out of the 
mills” on January u1. 

For nine weeks in a bitterly cold winter, 
more than 20,000 workers, mostly new 
immigrants, dared to challenge the mill 
owners and other city authorities, the 
BRHC wrote. “Thousands of picketers, 
many of them women, faced state militia 
armed with guns and clubs. But the strik- 
ers were generally peaceful. The three 
fatalities were strikers. A cache of dyna- 
mite, first attributed to the strikers, turned 
out to be planted by mill owners and their 
friends in a clumsy plot to discredit the 
strikers and their radical union, the Indus- 
trial Workers of the World,” (IWW) often 
called the Wobblies. 

Victory for the workers is widely seen 
today as a high-water mark for labor rights 
and working conditions across the industry 
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and the region. The New England textile 
industry began in Lowell, Massachusetts 
in 1823, which was founded as a company 
town with mills and boardinghouses for 
the workers, young women recruited from 
farms of the region. The work was difficult 
and the rules strict, but the women earned 
cash wages, education and a degree of inde- 
pendence impossible on the farm. 
“Lowell’s textile corporations paid 
higher wages than those in other textile cit- 
ies, but work was arduous and conditions 
were frequently unhealthy,” according to 
the Lowell National Historical Park, a well- 
preserved mill town not far from Law- 
rence. “Although the city’s corporations 
threatened labor reformers with firing or 
blacklisting, many mill girls protested wage 
cuts and working conditions. Female work- 
ers struck twice in the 1830s. In the 1840s, 


Lawrence History Center 
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Militia confront strikers in Lawrence, MA, soon after the strike began in January. Note the flags 


held by the strikers, mostly men. Strike leaders emphasized the patriotism of the workers as a way 
of building cohesion among them, and also of emphasizing the strike was not the work of radicals. 


female labor reformers banded together 
to promote the 10-hour day, in the face of 
strong corporate opposition. Few strikes 
succeeded, however, and Lowell’s work 
force remained largely unorganized.” 

That all changed in 1912. In a tragic 
preamble, the horrific Triangle Shirtwaist 
Fire that killed 146 people in New York 
almost exactly a year earlier—March 25, 
1911—drew national and international 
attention to the sweatshops where young 
women, some just girls, worked long hours 
in dismal conditions. The International 
Ladies Garment Workers Union had been 
formed in 1900 in the ‘needle trades’ mak- 
ing garments, but did not extend to the 
textile workers making fabric. 

Hence the surprise at the cohesiveness 
of the Bread & Roses Strike. “Observ- 
ers were impressed by the strikers’ inter- 
ethnic cooperation, their soup kitchens, 
the important role of women and their 
reliance on song to bolster their spirits and 
express their beliefs,” the BRHC wrote. 
Although a use of the phrase “Bread and 
Roses’ during the strike has never been 
documented, the words later became asso- 
ciated with it as symbolizing the workers’ 
fight both for subsistence and for dignity. 

The tide turned against the mill own- 
ers when police and militia, attempting 
to prevent strikers from sending their 


children to the care of sympathetic fami- 
lies in other cities, caused a melee at the 
train station which received national and 
international condemnation. 

“At a subsequent Congressional hear- 
ing, the BRHC wrote, “the testimony of 
Carmela Teoli, a young mill worker who 
had suffered a terrible injury to her scalp, 
shocked the nation. Soon the mills came 
to the bargaining table, and the strikers 
won most of their demands.” 

The BRHC stated that the strike “drew 
attention to the problems of child labor, 
workplace safety, and the unequal distri- 
bution of the profits of industry. It was an 
important step in organized labor’s long 
struggle to gain benefits that many of us 
take for granted today. As the nation again 
faces an era of increasing inequalities of 
wealth, as well as a growing immigrant 
population, we can take inspiration from 
the workers of Lawrence.” 

The mill owners did not just give in, 
said Ardis Cameron, distinguished profes- 
sor emeritus of the University of Southern 
Maine in Portland, and author of Radicals 
of the Worst Sort: The Laboring Women of 
Lawrence, Massachusetts, 1888-1912 (Uni- 
versity of Illinois Press, 1993). She plotted 
the lives of 2,000 of the strikers and inter- 
viewed some of the last living participants 
of the strike. “The strikers won because 


there was tremendous outcry in Congress 
and from First Lady Helen Taft, the Presi- 
dent’s wife.” 

Cameron also sought to dispel other 
myths about the strike, such as the belief 
that the immigrant workers had displaced 
the local mill girls. “The immigrant work- 
ers did not replace the Yankee girls,” said 
Cameron. “The Yankee girls left because 
of the working conditions, and the mill 
owners actively recruited workers in Italy, 
French Canada and other places. The 
investors in the mills did not care about the 
benevolent model [on which some of the 
first mills had been founded]. The era of 
the ‘mill girls’ was only about the first 10 or 
12 years. And even then the turnover was 
high, with individual young women work- 
ing an average of 2% years in the mills.” 

Part of the reason that mill owners 
recruited from multiple regions of the 
world was to keep the workforce frag- 
mented. “The immigrant workers were all 
segregated,’ said Cameron. In addition 
to their inherent differences in language, 
customs, lifestyles and religion, “their 
wages were different,” she explained. “It 
was arranged to exacerbate the ethnic 
antagonisms.» 

The flaw in the plan, however, was 
that the female workers were accommo- 
dated in boarding houses. “While they 
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Boott Cotton Mills Museum, Lowell National Historical Park, Lowell, MA. This well- 
preserved mill complex is very similar to the mills in Lawrence and is now a mixed- 
use area with residential, office and commercial space, as well as an excellent museum 
(see page 21). Note the canal in front: all the mills were driven by water power. 


were all segregated at the mills,” Cameron 
explained, “off the shop floor they all lived 
together. They were also able to move 
around the town during the strike. While 
shopping and other duties they were also 
meeting and talking. The women were 
able to coordinate the strike while male 
strikers were being kept off the streets.” 

Cameron also stressed that the IWW 
leaders and organizers were willing to 
listen to the female strikers. “It was the 
women who understood the consumer 
economics of the town, the importance of 
issues such as hunger and child care,” she 
said. “They were the ones who knew that 
the 32 cents a week that their pay had been 
reduced was enough to buy three loaves 
of bread. The men had no idea. It was a 
robust time for the women’s movement, 
including suffrage.” 

There had been previous reduction in 
hours, said Bruce Watson, author of Bread 
e& Roses: Mills, Migrants, and the Struggle 
for the American Dream (Penguin Books, 
2005), and writer of the online history 
magazine The Attic. “In those instances, 
the workers’ total pay stayed the same. But 
1911 had been a rough year, and in 1912 the 
mill owners did not feel able to hold the 
total the same again.” 


In a small irony, the ethnic loyalties on 
which mill owners relied to keep workers 
played a large role in the cohesiveness of 
the Bread & Roses Strike from the very 
start. On the first day of the walkout, a 
local IWW representative, who was Ital- 
ian, contacted the national union. Joseph 
Ettor, a member of the union’s general 
executive board and also Italian, arrived in 
Lawrence the next day, January 12. 

“From the start Ettor spoke to and 
about the strikers as one cohesive group,” 
said Watson. “He spoke five languages and 
so was able to engage many of the strikers 
on a personal level. He selected 14 repre- 
sentatives from the various groups for the 
strike committee. Ettor also engaged the 
entire IWW in raising strike funds and 
generating publicity.” 

Despite the radical elements in the 
IWW, or perhaps because of it, Ettor was 
careful to emphasize patriotism. “Within 
a week there was a parade in Lawrence 
with a big American flag. By the end it had 
20,000 people as a solid, united group.” 

Frightened, the mill owners over reacted. 
“Tf the strikers could have chosen their ene- 
mies, they could scarcely have done better 
than the mill owners,” Watson noted dryly. 
“There was a plot to frame the strikers by 
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planting dynamite, which was a common 
radical tactic of the time. But the dynamite 
was wrapped in a magazine on which was 
the name of the man who planted it.” 

By the middle of February, the strik- 
ers were weakening and the mills were 
able to resume some production using 
replacement workers. Ettor was in jail on 
contrived charges, but William “Big Bill” 
Haywood and Elizabeth Gurley Flynn, 
leaders of the IWW, had come to town. 

“Haywood had the striking women go 
into shops with their hands in their empty 
pockets, then walk out again, showing 
local businesses that the loss of wages was 
a loss of economy to the whole town,” 
Watson said. “The mill owners lost the 
support of the merchants.” 

The climax of the strike was the Chil- 
dren’s Exodus. Striking families faced 
hunger, so the [WW arranged for chil- 
dren to be sent in groups over several 
weeks to stay with sympathetic families 
in several cities. The first two were mostly 
unmarred, but earned national notori- 
ety for the mill owners. Again, they and 
municipal authorities over reacted. 

“A new police chief was appointed to 
crack down on the strikers, and he sent 
officers to the train station to prevent the 
third Children’s Exodus,” said Watson. 
“Women and children were dragged kick- 
ing and screaming off the train and back 
into the station.” 

That caused a national outcry and Con- 
gressional hearings. “The IWW gathered 
the most articulate and sympathetic strik- 
ers to testify,” Watson said. “They made 
the issue not just the strike but working 
conditions. Soon after the hearings other 
mills around New England offered their 
workers 5-7% raises and improved work- 
ing conditions. They did not want any- 
thing to do with what was happening in 
Lawrence. That benefited 125,000 workers, 
eventually spreading to 300,000.” 

On March 12, the first Lawrence mill 
agreed to most of the strikers’ demands. By 
the end of the month all the mills had done 
likewise. All but a handful of the workers 
returned to the looms, and the children 
who had been sent away returned home. 

Watson noted that “Big Bill was quoted 
saying, ‘the women won the strike.” 

Christopher Klein, author and _histo- 
rian, contrasted the tenor of the Bread & 
Roses Strike, as well as the national mood, 
with more violent labor actions before and 
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Belt-driven loom (left) and loom floor (right) at the Boott Mill Museum in Lowell. Docents in period dress keep 
the looms operating, powerfully demonstrating how loud, fast, complex and hazardous the mill work could be. 


after. “These were women, some young 
women, and children. These were not 
burly men, or anarchists. The basic issue 
was one of fairness. They were not strik- 
ing for a pay raise, they were striking to 
prevent a pay cut, so they could feed their 
families. The public opinion had a huge 
effect on the outcome.” 

It is also immensely important that the 
IWW understood the power of public opin- 
ion. “They organized the Children’s Exo- 
dus,” said Klein. “The IWW brought its 
network to bear. They had members all over 
who were willing to take in the children.” 

That said, the strikers had to hold 
together long enough for that public opin- 
ion to take effect. “It is a testament to the 
workers that so many ethnicities could 
find ways to collaborate,” said Klein. “By 
1912 there were 51 different ethnicities liv- 
ing and working within seven square miles 
in Lawrence. It was a real American tap- 
estry—not a melting pot. And the strike 
committee recognized that. It had repre- 
sentatives from each of the major groups.” 

Professor Ileen DeVault, of the Labor 
Relations, Law, and History Department 
in the College of Industrial and Labor 
Relations at Cornell University, noted that 
the Bread & Roses Strike might not be 
as widely known as the Homestead or 
Pullman strikes, or the infamous Ludlow 
Massacre, “but it does have a huge place 
in labor history. It was the first successful 


attempt to organize all the workers on an 
industrial scale, not just the skilled crafts, 
but everyone across an industry.” 

DeVault explained that at the time, the 
mainstream national umbrella organi- 
zation was the American Federation of 
Labor (AFL), which focused primarily on 
skilled, male, native-born workers. Both 
the AFL and the IWW had representatives 
in Lawrence and other mill towns, “but 
the AFL was not interested in running 
a strike that included unskilled workers, 
or a bunch of immigrants,” said DeVault. 
“The AFL was anti-immigrant, and espe- 
cially the ‘new immigrant from southern 
and eastern Europe who they considered 
unorganizable.” 

“The Bread & Roses Strike proved 
that those workers could be organized,” 
DeVault continued, “across languages, 
cultures, and trades, skilled and unskilled. 
The AFL was blown away, and many of its 
members and leaders were concerned that 
the AFL would lose out if they did not fol- 
low the creativity of the IWW, especially 
the practical steps and the stability” that 
were so successful in Lawrence. 

In the wake of the Bread & Roses 
Strike, however, the AFL did not make 
meaningful efforts to organize unskilled, 
immigrant or female workers, DeVault 
explained. “That ultimately happened in 
the 30s with the rise of the Congress of 
Industrial Organizations.” 


But neither did the IWW ride its suc- 
cess. “The Bread & Roses Strike was the 
high point for the IWW, at least on the 
East Coast,” said DeVault. “They did go 
on to have some successes in the West 
after that.” 

The legacy of the Bread & Roses Strike 
is mixed. “The progressive reforms were 
institutionalized, especially in the mill cit- 
ies of the North” said Klein. “The issues of 
work weeks and pay were mostly settled. 
There were child-labor laws. However, the 
textile industry started to leave the region 
and shift to the South.” 

There was resurgence in the mills when 
World War I increased demand for tex- 
tiles, but the Depression hit the region 
particularly hard. There was another 
recovery during World War II, but by the 
1950s most of the industry had left New 
England. 

Labor more broadly struggled as well. 
The Red Scares of the late teens and early 
‘20s hurt the more radical IWW, as did the 
rise of the CIO in the ’30s. For the record, 
the IWW is still active, with 9,000 mem- 
bers across North America. The AFL-CIO 
has 12.5 million. $ 


Gregory DL Morris is an independent 
business journalist, principal of Enter- 
prise e& Industry Historic Research and 
an active member of the Museum’s edito- 
rial board. 
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By Dalia Mitchell 


IN THE DEBATE over whether a corpora- 
tion’s primary purpose is to make money 
for shareholders or protect the interest of 
all stakeholders, some argue that corporate 
law requires directors and corporations to 
serve shareholder interest. However, an 
analysis of the history of corporate law 
reveals that, throughout the past century, 
courts used the rhetoric of profit maxi- 
mization not to impose affirmative duties 
on directors and executives nor to define 


Left to Right: John Francis Dodge, Horace Elgin 
Dodge and Henry Ford. The 1919 Dodge v. Ford 
Motor Co. case is often cited to back corporate 
law's commitment to shareholder value. 


a purpose for corporations, but rather to 
assuage minority shareholders’ concerns 
about the power of those in control while 
upholding the latter's unrestricted free- 
dom to manage corporations. 

Dodge v. Ford Motor Co., a 1919 Michi- 
gan case, is often cited to back corpo- 
rate law’s commitment to shareholder 
value. In 1903, John and Horace Dodge, 
owners of an auto-parts making busi- 
ness, entered an exclusive agreement with 
Henry Ford to supply parts to the new 
Ford Motor Company. Ford could not pay 
for the initial parts, and instead offered 
the Dodge brothers a 5% stake each in 
the Ford Motor Company. The company 
was extremely successful and the Dodge 
brothers, as shareholders, received large 
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amounts of special dividends. But in 1916, 
Ford decided to stop paying special divi- 
dends, announcing that he intended to 
put the profits back into the company, 
hire more employees and further reduce 
the price of Ford cars. The Dodge brothers 
sued, claiming that Ford’s actions turned 
the company into a semi-eleemosynary 
institution in violation of its charter. The 
Michigan Supreme Court sided with 
them, holding that “a business corpora- 
tion is organized and carried on primarily 
for the profit of the stockholders.” 

To proponents of shareholder primacy, 
Dodge v. Ford is golden. But the decision 
did not support the idea that profit maxi- 
mization should guide directors. Rather, 
it reflected the Progressive era’s concerns 


about the power that corporations and 
their control groups held over individual 
investors and the economy at large. Public 
security financing of industry was intro- 
duced after the merger wave of the 1880s, 
just as changes to corporation laws, such as 
allowing a majority vote to approve funda- 
mental transactions and limiting the vot- 
ing rights of certain classes of stock, helped 
erode investors’ ability to affect their cor- 
porations’ affairs. While entrepreneurs 
found ways to convince the American 
public to invest in their enterprises, first 
in railroad bonds and industrial preferred 
stock, and then, by the second decade of 
the 20th century, in common stock, the 
control of productive property remained 
concentrated in the hands of a few wealthy 
industrialists and their bankers, raising 
grave concerns among Progressive jurists 
about the potential for abuse of power by 
those in control and the plight of the indi- 
vidual shareholder. 

Calls for state and federal legislation 
to protect minority investors mounted, 
and courts held those in control of busi- 
ness enterprises to stricter obligations 
toward minority shareholders. Justice 





Russell Ostrander, who wrote the opinion 
in Dodge v. Ford, stressed: “There should 
be no confusion...of the duties which 
Mr. Ford conceives that he and the stock- 
holders owe to the general public and the 
duties which in law he and his co-directors 
owe to protesting, minority stockholders.” 
The duty to maximize profit to the share- 
holders applied only in the latter context. 

Horace and John Dodge, successful 
businessmen, were unlike the individual 
shareholder on which the Progressives’ 
attention focused. For the typical minor- 
ity shareholder, ownership of productive 
property was often improbable. Still, at a 
time when corporations were seeking to 
convince investors, typically of middle- 
class background, to invest in their corpo- 
rate stock while simultaneously lobbying 
for legal changes that minimized these 
investors control, Ostrander’s statement 
was significant. Just as the Midwest was 
witnessing a rapid turn from agriculture 
to industry, Ostrander opted to encourage 
investment in factories by assuring minor- 
ity shareholders that state courts would 
protect them from abuse of power by the 
control group. 


By the 1940s, the New Deal regulatory 
state and war-production helped lessen 
concerns about the power of corporations 
and their control groups. No longer por- 
trayed as a threat to the American dream, 
corporations were viewed as a vehicle for 
achieving the American democratic ideal. 
In New York, corporate litigation reflected 
these changes. Not infrequently, the defen- 
dants—directors and officers—were first- or 
second-generation Americans, who turned 
to entrepreneurship to solidify their place in 
society. The shareholder plaintiffs, typically 
with limited means and ownership stake, 
were invested for steady income and viewed 
their investment as a means of economic, 
as well as social and cultural, advancement. 
They, too, often were of minority social and 
cultural status, or women. 

Moreover, shareholder plaintiffs were 
often represented by lawyers who were 
also descendants of recent immigrants; 
many were Jewish, and their commitment 
to the protection of minority sharehold- 
ers was borne out of their experiences 
of discrimination in American society. 
Excluded from the large corporate law 
firms, these lawyers made derivative liti- 
gation their means of entering the profes- 
sion. Together, defendants, plaintiffs and 
their lawyers helped ensure that corpora- 
tions remained attuned to the needs of 
different corporate constituencies. 

Recognizing that the conflicts before 
them were economic and cultural, the 
New York courts sought to balance boost- 
ing entrepreneurial freedom with assur- 
ances to individual shareholders that their 
investments would yield profit. To achieve 
the former, the courts expanded the scope 
of the exemption from liability for honest 
mistakes from which directors benefited 
throughout the 19th century to develop 
the modern business judgment rule as a 
rule of deference to directors’ expert opin- 
ion and, at the same time, transformed 
the duty of loyalty from a duty grounded 
in utmost trust and honor to the lim- 
ited requirement that directors’ actions do 
not unfairly disadvantage their corpora- 
tions. To justify their growing deference 
to corporate management and encourage 
investment in securities, the courts began 
referring to corporate profits in their anal- 
yses of directors’ duties. 

Bayer v. Beran, a 1944 derivative litiga- 
tion against the Celanese Corporation 
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Justice Russell Ostrander wrote the opinion 
in Dodge v. Ford, which was one of the most 
influential cases regarding profit maximization. 


of America, a company founded by Dr. 
Camile Dreyfus, an immigrant from Swit- 
zerland, who, with his brother Henri, 
developed a variety of cellulose-based 
products, is the most emblematic of 
these cases. The suit was instigated by 
two public shareholders, Seymour Bayer 
and Benjamin F. Steinberg, who chal- 
lenged actions by the board and sought to 
recover $1.35 million for the corporation. 
Their complaint focused on an approval 
of a radio advertising campaign, “Cela- 
nese Hour,” in which Jean Tennyson, a 
professional opera singer and Dreyfus’s 
wife, was sometimes featured; Dreyfus was 
the corporation’s president. The campaign 
was introduced after the Federal Trade 
Commission issued a new rule, requiring 
all Celanese products to be labeled rayon; 
the campaign’s implicit goal was to con- 
vince consumers that Celanese was bet- 
ter than rayon. The shareholders argued, 
first, that the directors were negligent in 
approving the campaign and, second, that 
they approved the campaign to further the 
career of the president’s wife. 

Justice Bernard Lloyd Shientag of the 
Supreme Court of New York wrote the 
court’s opinion. Keen on encouraging 
managerial freedom, Shientag dismissed 
the complaint, holding that the directors 
exercised their honest business judgment, 
and that their conduct did not amount 
to negligence, waste or improvidence. 


Seeking also to mitigate the plaintiffs’ 
concerns, Shientag’s opinion emphasized 
two factors related to the responsibility of 
directors to maximize shareholders’ value. 

First, Shientag elaborated on the stan- 
dard of fairness by which transactions 
involving directors’ conflict of interest 
should be evaluated. Tennyson advised 
Dreyfus and helped create the advertising 
campaign, which consisted of a radio pro- 
gram Offering classical music. She was also 
one of the singers on the program. Yet, 
Shientag found the campaign to be fair to 
the corporation. As he pointedly noted, 
“It would be far-fetched to suggest that 
the directors caused the company to incur 
large expenditures for radio advertising 
to enable the president’s wife to make 
$24,000 in 1942 and $20,500 in 1943.” 

As to the claim that the directors failed 
to fulfil their duty of care, Shientag pointed 
out that the directors, all of whom were 
also executives, were sufficiently informed. 
Supporting his conclusion, Shientag noted 
that under the directors’ administration, 
“the company has thrived and prospered. 
Its assets increased from $44.5 million in 
1935 to upwards of $103 million in 1942. 
Its net profits, after taxes, doubled dur- 
ing that period, rising from $4 million 
in 1935 to $8 million in 1942; its net sales 
rose from $27 million to upwards of $86 
million; and its dividend disbursements to 
stockholders exceeded $29.5 million.” 

While irrelevant to the legal analysis of 
directors’ duties, profit mattered. Other 
cases, addressing a variety of duty-of- 
loyalty and duty-of-care claims similarly 
balanced the interests of managers and 
shareholders, shielding the former from 
liability while assuring the latter that their 
corporations were profitable. And the bal- 
ance seemed attainable: directors were 
free to act, protected by the presumption 
of the business judgment rule, so long as, 
in the balance of equities, their compa- 
nies were profitable. Corporate managers 
were Offered a protective fairness standard 
while minority shareholders were prom- 
ised earnings, in dicta. 

Beginning in the 1960s, as concerns 
about upward mobility and the economic 
assimilation of second-generation Ameri- 
cans subsided, the business judgment pre- 
sumption came to dominate corporate 
litigation and the discussion of profits 
receded. Proponents of modern finance 
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Ronald Perelman, whose rejected friendly 
purchase of Revlon led to the Revion, Inc. v. 
MacAndrews & Forbes Holdings, Inc. case. 


theory encouraged investors to offset 
their exposure to business misfortunes by 
diversifying their portfolios (typically by 
choosing mutual funds over direct invest- 
ment in corporate stock), while a new 
economic theory of the firm described 
fiduciary obligations as overly restrictive 
and suggested that capital markets could 
eliminate concerns about efficiency asso- 
ciated with the separation of ownership 
from control in publicly held corpora- 
tions. Informed by these ideas, judges no 
longer balanced managerial freedom with 
assurances to minority shareholders about 
profits; instead, they upheld directors’ 
actions unless the plaintiff shareholder 
rebutted the presumption of the business 
judgment rule. Dissatisfied shareholders 
were told to exercise their voting power or 
to sell their shares. 

The pendulum seemed to swing back 
toward shareholder profit maximization in 
the 1980s, as investment bankers, focused 
on increasing the value of their portfo- 
lios, and institutional investors, keen on 
achieving the same, began using hostile 
takeovers to force corporations to maxi- 
mize shareholder value. The Delaware 
courts, too, embraced high stock price, 
but not as corporate purpose or an afhir- 
mative duty.Rather, just as large corpora- 
tions and well-to-do financiers replaced 
the minority, individual shareholder as 
the typical plaintiff in corporate litigation, 


the Delaware courts embedded profit in 
the standard of review applicable to direc- 
tors’ actions, namely fairness. A trilogy of 
cases, authored by Justice Andrew G.T. 
Moore, made it so. 

Weinberger v. UOP, Inc. was the first 
in the trilogy, and the first case to make 
explicit the connection between directors’ 
duties and stock price. Minority share- 
holders of UOP challenged a cash-out 
merger between UOP and its majority 
owner, The Signal Companies, Inc. In 
determining the price that it was willing 
to offer the public shareholders of UOP, 
Signal used a feasibility study conducted 
by two of Signal’s members on the UOP 
board, concluding that the merger would 
be beneficial to Signal at any price up to 
$24 per share. The study was never dis- 
closed to the other members of the UOP 
board or to UOP’s shareholders before 
they approved the merger at $21 per share. 

The shareholders alleged that Signal 
and its representatives on the UOP board 
breached their duty of loyalty to UOP and 
its public shareholders, and the Delaware 
Supreme Court agreed, holding that the 
actions of Signal and its appointed direc- 
tors on the UOP board were sufficient to 
require that the controlling shareholder 
and the board prove the entire fairness 
of the transaction. Defining fairness as 
including two elements: fair dealing and 
fair price, Moore explained that the lat- 
ter includes all “elements that affect the 
intrinsic or inherent value of [the] stock.” 

Two years later, in Unocal Corp. v. Mesa 
Petroleum Corp., this fairness standard 
was brought to bear upon analyses of 
boards’ reactions to hostile tender offers. 
The Delaware Supreme Court held that, 
when defending against a hostile takeover, 
directors would have to demonstrate that 
they “had reasonable grounds for believ- 
ing that a danger to corporate policy 
and effectiveness existed” and that their 
response was “reasonable in relation to the 
threat posed” before their actions could 
receive the protective presumption of the 
business judgment rule. 

Unocal’s board of directors responded 
to Mesa’s hostile tender offer by engag- 
ing in a selective exchange offer for 
Unocal stock. Addressing the second 
prong, Moore noted that “the selective 
exchange offer” was reasonable because 
it was “consistent with the principle that 


‘the minority stockholder shall receive 
the substantial equivalent in value of what 
he had before.” “This concept of fairness, 
while stated in the merger context, is also 
relevant in the area of tender offer law,” 
Moore stressed. Fairness, a standard of 
review intended to ensure protection to 
the corporation and its shareholders when 
those in control engaged in self-dealing 
transactions, was linked to the maximiza- 
tion of stock price, and offered as a rheto- 
ric that boards could use to justify their 
defensive tactics. 

Revlon, Inc. v. MacAndrews & Forbes 
Holdings, Inc. was the last in the tril- 
ogy; it pitted Revlon’s insiders, Michel 
Christian Bergerac, Revlon’s French-born 
CEO, and his board against the outsid- 
ers, Ronald Perelman, a third-generation 
Jewish American, and his banker Michael 
Milken with his junk bonds operation. 
After his attempts at a friendly purchase of 
Revlon were not reciprocated, Perelman 
announced a tender offer for Revlon’s 
shares. Revlon responded by implement- 
ing several defensive tactics, including an 
exchange of notes for shares of Revlon’s 
stock; when Perelman did not back down, 
Revlon’s board negotiated a sale of Revlon 
to their chosen knight that, among other 
things, promised to support the value of 
the notes. 

Perelman sued to bar this transaction 
and the measures that protected it, and the 
Delaware Supreme Court obliged. Noting 
that “The Revlon board’s authorization 
permitting management to negotiate a 
merger or buyout with a third party was 
a recognition that the company was for 
sale,’ Moore stressed that such a recogni- 
tion charged the directors “with getting 
the best price for the stockholders at a sale 
of the company.” 

Many have used Revlon to champion 
corporate laws commitment to share- 
holder value, but Moore did not elevate 
profit maximization as the corporation’s 
sole purpose, even in a sale of the com- 
pany. Rather, having defined fairness 
in Weinberger and applied it in Unocal, 
Moore applied it again in Revlon. Rev- 
lon’s directors, according to Unocal, were 
required to assess the threat of Perelman’s 
bid and respond, bearing in mind the 
two prongs of the fairness standard: fair 
dealing and fair price. When the direc- 
tors allowed their concerns about the 


noteholders to cloud their judgment, they 
failed to meet this standard, and thus 
breached their duty of loyalty. 

Notably, Moore did not impose an 
afhrmative duty on directors to maximize 
price. Merging fairness and price, Revlon 
simply provided directors a tool to justify 
their actions and thwart challenges to 
their power (including the threat of hostile 
takeovers). As long as corporate directors 
explained their decisions as maximizing 
wealth for their shareholders, the Dela- 
ware courts were not likely to intervene or 
evaluate their actions. Profit maximization 
has been and will remain a rhetoric legiti- 
mating directors’ absolute dominion. $ 


Dalia Mitchell is a Professor of Law 
at the George Washington University. 
Her scholarship focuses on American 
legal history, with emphasis on the devel- 
opment of modern corporate law and 
theory. A longer version of this essay is 
forthcoming in the University of Penn- 
sylvania Journal of Business Law. 
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The Innovators Behind 
the COVID-19 Vaccine 


By Gregory Zuckerman 


UGuR SAHIN WAS SWEATING. It was early 
October 2019, and Sahin was standing 
in a parking lot in Kansas City, Mis- 
souri, under a blazing midafternoon sun. 
Sahin and a few colleagues had spent 
weeks crisscrossing the United States and 
Europe, trying to drum up interest among 
investors for BioNTech, the German bio- 
technology company Sahin had started. 

The trip wasn't going well. Sahin had 
explained to the investors that BioNTech 
was developing vaccines and treatments 
to combat various cancers and infectious 
diseases. One of its approaches was to 
use a molecule called messenger RNA, 
or mRNA, to carry instructions into the 
body, enabling it to ward off illness. The 
company needed money from an initial 
public offering to continue its research. 

The investors liked Sahin. He demon- 
strated an impressive breadth of knowl- 
edge, reciting data and citing obscure 
research papers. They also liked his ambi- 
tions for BioNTech and how it planned 
to system could be taught to fight disease, 
and he had spent more than two decades 
of his life researching how to make it 
happen. 

Soft- spoken and serious, he wore smart 
business suits to the investor meetings 
rather than his usual T-shirts. An open- 
collared dress shirt allowed a glimpse of a 
Turkish amulet around his neck. 

Sahin had close-cropped hair, thick 
eyebrows, and brown eyes that were big, 
just like his ears. Some investors had done 


research on Sahin and knew he was a bit 
different from most other biotech execu- 
tives. A 53- year- old immigrant from Tur- 
key, Sahin lived in a modest apartment in 
the German city of Mainz. Each morning, 
he bicycled to BioNTech, which he ran 
with his wife, Ozlem Tiireci, who also was 
a cancer researcher. 

As impressed as they were with Sahin, 
though, the investors had qualms about 
his company and its approach. BioNTech 
had been around for eleven years, but it 
wasn't close to an approved vaccine. 

Just one drug was in a medium-stage, 
phase 2 trial, and only 250 patients had 
ever been treated with the company’s vac- 
cines. Researchers around the world had 
spent decades trying to work with mRNA 
without much progress. Some healthcare 
experts thought the idea was pure folly, 
suggesting BioNTech was wasting its time. 
And it was an awful time to sell shares— 
the stock market was under pressure, bio- 
tech stocks were wilting, and few investors 
wanted to pay a lot for a German company 
with few signs of success. 

Standing in the parking lot, his ear to a 
cell phone, Sahin spoke with yet another 
investor, trying to gauge his interest in 
BioNTech. Sahin looked tired and tense. 
Finishing the conversation, he told his 
team that the investor would only buy 
shares if BioNTech reduced the price it 
was proposing Sahin and his colleagues 
had a decision to make. Their choices were 
ugly—they could scrap the company’s 
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CEO Ugur Sahin (L) and CMO Ozlem Tureci (C), founders of BioNTech, show German Chancellor Angela Merkel and 





Chancellery Minister Helge Braun (R) various stages of the BioNTech/Pfizer COVID-19 vaccine production, during the 
Chancellor's visit to the BioNTech Vaccine Production Plant on August 19, 2021 in Marburg, Germany. 


IPO or slash its price, hoping enough 
investors would then be interested. Some 
of the executives huddled around him, 
while others sat in their open, black van, 
hiding from the burning sun. It had been a 
long trip and they were ready to go home. 

“We need to decide,” Sahin told his 
team. It wasn’t a hard decision. His com- 
pany needed the money and had to sell 
the shares, no matter the price. A few days 
later, Sahin rang the bell at the New York 
Stock Exchange, a wan smile on his face. 
The company raised $150 million in the 
IPO, just over half what it had hoped to 
collect. Even with the discounted price, 
shares of Sahin’s company fell more than 
5% on their first day of trading. 

He didn’t mind the reaction from inves- 
tors. Someday, they and others would fully 
appreciate what he and his company was 
trying to do. Sahin was sure of it. 


Stéphane Bancel faced even more serious 
doubts in late 2019. A 47-year-old native 
of France with full lips, a cleft chin, and 
a taste for Steve Jobs-inspired turtleneck 
shirts, Bancel had spent eight years run- 
ning a Boston-based biotech company 
called Moderna. 

By then, Bancel was better known for 
his powers of persuasion than for any 
kind of scientific achievement. Bancel had 
a unique ability to convince investors that 
Moderna would succeed in its quest to 
develop safe and effective vaccines and 
drugs using mRNA. Much of the scientific 
community snickered at the idea, how- 
ever. They all knew that mRNA was too 
unstable to create proteins in the body, at 
least on a consistent and reliable basis. 

If anyone was going to find a way to 
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make mRNA work, it surely wasn’t going 
to be someone like Bancel, the skeptics 
said. They all knew the stories from the 
early days at Moderna, when Bancel regu- 
larly ripped into his employees, leaving 
them on edge. 

“Fifty percent of you won't be around in 
a year, Bancel once said matter-of-factly 
in a meeting to nervous staffers. 

By 2019, Bancel was more even keeled. 
He had built a loyal team and had inspired 
them with the promise of what mRNA 
could do. At one point, he told them, their 
technology would save lives. 

“We're going to be the company that 
can respond to a crisis,” he told staffers. 
But outside scientists, investors and some 
journalists were sure Bancel was exagger- 
ating his company’s potential. A few years 
earlier, a respected scientific publication 
had even compared Bancel to Elizabeth 


Pool 





Moderna CEO Stéphane Bancel 


Holmes, the disgraced chief executive of 
blood-testing start-up Theranos, who also 
had an easy way with investors and a pre- 
dilection for black turtlenecks. 

By the end of 2019, the sniping had 
taken a toll. Moderna’s shares were 15% 
below their own IPO price from a year 
earlier, making it hard for Bancel to 
raise new money. Some investors were 
upset the company had shifted its focus 
to vaccines, a crowded and challenging 
field with limited profit potential. Mod- 
erna was forced to cut its spending. The 
criticisms didn’t seem fair to Moderna’s 
researchers, who were proud of their 
progress. They were injecting mRNA 
molecules packed with genetic instruc- 
tions, producing proteins in the body 
capable of teaching the immune system 
to protect against disease. 

Moderna was even working with 
Anthony Fauci, the US government’s top 
infectious disease authority, and his col- 
leagues, who were becoming intrigued by 
Moderna’s mRNA techniques. Moderna 
hadn't tested its vaccines in many people, 
though. And like Sahin and BioNTech, 
Bancel’s company wasn’t close to any 
approved vaccine. Moderna was planning 
its very first phase two clinical study for a 
vaccine and was nowhere near a late-stage 
trial for any of its products. The company 
hoped to have a vaccine in the market by 
2023, but even that goal seemed ambitious. 





In late 2019, Bancel flew to Europe with 
his wife and daughters to spend the holi- 
day season at a home he owned in south- 
ern France, after visiting his mother in 
Paris. It was a chance for him to escape 
the pressures of running his company and 
dealing with the doubters. 

One morning, just after the New Year, 
Bancel woke up early and headed to his 
kitchen, trying not to wake his sleeping 
daughters. He brewed some Earl Grey tea 
and grabbed an aging iPad on the kitchen 
table, checking his emails and scrolling 
through the latest news. A story stopped 
him cold: Lung disease was spreading in 
southern China. 

Bancel emailed a senior government 
scientist. “Do you know what it is?” Bancel 
asked. The researcher had been following 
the outbreak, too. No one knew its cause. 

Bancel couldn't stop thinking about the 
spreading illness. Maybe his team could 
do something about it, he thought. Per- 
haps they could finally prove that mRNA 
worked. He kept sending messages, each 
one more urgent than the last. 

“What’s the latest?” 

“Do you know yet?” 

“Is it a virus?” 

The government scientist promised to 
let Bancel know as soon as he learned the 
cause of the sickness. A few days later, as 
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Bancel and his family flew back to Boston, 
the outbreak remained on his mind. 

His researchers had spent years prepar- 
ing to fight viruses, but they hadn’t come 
close to stopping even one of them. He 
doubted the sickness in China was going 
to be a huge deal. 

But what if it was? 


Over the following 14 months, BioNTech/ 
Pfizer and Moderna led the charge in 
developing COVID-19 vaccines that would 
be a crucial step in returning the world to 
some semblance of pre-pandemic nor- 
malcy. While the research and science 
behind the vaccines has been well-docu- 
mented, far less has been written about the 
entrepreneurs and financiers—including 
Sahin and Bancel—whose tenacity and 
business acumen made this remarkable 
innovation possible. $ 


Gregory Zuckerman is a Special Writer at 
The Wall Street Journal. He is an investi- 
gative reporter who writes about various 
investing and business topics. This article 
has been adapted from A Shot to Save 
the World by Gregory Zuckerman, pub- 
lished by Portfolio, an imprint of Penguin 
Publishing Group, a division of Penguin 
Random House LLC. Copyright © 2022 
by Gregory Zuckerman. 
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The Founders’ Fortunes 


By Willard Sterne Randall 


DIRTY, COLD AND HUNGRY, 17-year-old 
runaway apprentice Benjamin Franklin 
arrived in Philadelphia on a sunny Sunday 
morning in 1723 after sleeping all night in 
an open boat he had helped row across the 
Delaware River. From the foot of Market 
Street, he could see, beyond a waterfront 
crowded with ships and piles of cargo, 
solid rows of brick houses, a three-block- 
long covered market, and families dressed 
in clean clothes heading to the Friends 
Meeting House. Following them inside, he 
fell asleep; awakened by a smiling Quaker, 
he got directions to a nearby bakery, 
where he spent his last Dutch dollar. 
Already a master printer, the tall, barrel- 
chested Franklin came to the largest town 
in America, as George Washington would 
half a century later, with the promise of 
a job, something he felt he could never 
find in Boston, where he had antagonized 


Illustration of Franklin the printer, circa 1914. 


Puritans and politicians with his satirical 
writings. Selling half his library, Franklin 
had found a berth on a Dutch ship that 
took him to even smaller New York City. 
There, he also failed to find work, but he 
had learned of an opening in a Philadel- 
phia print shop, a 90-mile trudge across 
New Jersey. 

Born in Boston, the eighth of 17 chil- 
dren of an immigrant candle and soap 
maker, Franklin was editing and publish- 
ing his own newspaper, the Pennsylvania 
Gazette, within five years of his arrival in 
Philadelphia, by age 22. 

In its premiere issue, in October 1729, 
Franklin advertised his first book publi- 
cation, Isaac Watts’s metrical Psalms of 
David, a perennial bestseller. Yet Franklin’s 
greatest success as a publisher was to come 
from his own pen. In 1732, he launched 
Poor Richard’s Almanack. Written in a 
witty, rural vernacular, it combined Puri- 
tan moralizing, weather forecasts, house- 
hold hints and memorable proverbs that 
counseled industry and thrift. It would 
go on to sell, on average, 10,000 copies a 
year—one copy a year for every 100 colo- 
nists—making it, after the Bible, colonial 
America’s most popular reading matter. 
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To sell such a large number of books, 
Franklin found that he had to operate on 
an ambitious, intercolonial scale. Setting 
type and printing pages in his own Phila- 
delphia print shop, he then shipped the 
pages off to be bound and sold by printer 
partners, often his relatives and former 
apprentices, in Boston, Newport, New 
York, Williamsburg and Charleston. 

Franklin practiced what Poor Richard 
preached. “Keep thy shop and thy shop 
will keep thee,” Poor Richard counseled in 
June 1735. In “Advice of a young Trades- 
man, written by an old one,” Franklin 
admonished: 


Remember that TIME is money.... 
Remember that CREDIT is money.... 
The Way to Wealth is as plain as the 
Way to market. It depends chiefly 
on two words, INDUSTRY and 
FRUGALITY. 


Posing as a “wise old man” delivering 
a “harangue’ to “the People attending an 
Auction,” Franklin filled “the little spaces” 
at the margins of his calendar with prov- 
erbs. “Clergy and the Gentry” purchased 
Poor Richard, he later explained in his 
autobiography, “to distribute gratis among 
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Portrait of Benjamin Franklin, age 20. 
On November 8, 1739, the Gazette noted 


the arrival in Philadelphia of a young 
evangelist. The Reverend George White- 
field, a 25-year-old Anglican priest, was 
preaching his way from Rhode Island 
to Georgia, everywhere drawing unprec- 
edented crowds. His fire-and-brimstone 
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sermons were igniting a religious revival 
movement that would shake the political 


and social foundations of the mainland 
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British colonies while at the same time 
greatly enhancing Franklin’s fortune. 
Eventually barred from most churches 
by envious clergy, Whitefield preached in 
the streets and in open fields in a voice so 
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Whitefield had arrived in colonial 
America from Great Britain already so 


loud and so clear that he could be heard 


two blocks away by as many as 25,000 
auditors, at least according to Franklin’s 


unverifiable estimate. 
popular that few churches could safely 
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coffee, cheese, slates 
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Opening a stationery shop in the front 


it being more difficult for a Man in Want 
of his house on Market Street, 


procuring Wealth” with “securing Virtue, 
to always act honestly.... 


their poor Parishioners and Tenants. 
Franklin’s proverbs linked “the Means of 


empty Sack to stand upright. 


paper, tea 


Jane, a Whitefield devotee—five of the 
faithful perished. 

Sometimes warned by express riders 
of Whitefield’s approach to a town, thou- 
sands would pour in from the countryside 
to see and hear the celebrated golden- 
haired evangelist. One report from the 
Gazette’s Newport correspondent (also a 
relative of Franklin’s) noted that White- 
field had to preach twice in the same 
day in the Anglican church to overflow 
congregations. 

The normally tightfisted Franklin 
attended one of Whitefield’s Philadelphia 
sermons. In his autobiography, Franklin 
recalled that he was well aware beforehand 
of the evangelist’s mission to raise funds to 
build an orphanage in Georgia: 


I perceived he intended to finish with 
a Collection, and I silently resolved 
he should get nothing from me. 
I had in my Pocket a Handful of 
Copper Money, three or four silver 
Dollars and five Pistoles in Gold. 
As he proceeded I began to soften, 
and concluded to give the Coppers. 
Another stroke of his Oratory made 
me ashamed’d of that, and deter- 
mined me to give the Silver; and he 
finished so admirably, that I empty’d 
my Pockets wholly in to the Collec- 
tor’s Dish, Gold and all. 


Franklin recognized a business oppor- 
tunity, and printer and preacher met 
before Whitefield concluded his first visit 
to Philadelphia. Together, the two men 
forged a mutually beneficial publishing 
partnership. 

The itinerant evangelist went off 
preaching all the way to Georgia while 
Franklin rushed to publish his sermons. In 
addition, Franklin contracted to publish 
American editions of Whitefield’s Journals 
and Sermons, as well as any other books he 
would write in America. 

In November 1739, Franklin announced 
in the Gazette his first printing of the 
Whitefield sermons. Within days, orders 
for 200 complete sets poured in. White- 
field’s style, a blend of autobiography, 
Christian discourse and travelogue written 
in plain English, proved an instant success. 
Soon Franklin was shipping boxes of the 
books up and down the Atlantic Coast and 
deep into the hinterland to general stores, 
bookstores and print shops. Between 1739 
and 1741, Franklin printed 110 White- 
field titles. The profits from Franklin’s 


association with the evangelist outstripped 
those from his own bestselling Almanack. 
In 1740 alone, the sales of Whitefield’s 
writings and printed sermons accounted 
for 30% of all works published in America. 

Enjoying his most successful year ever, 
Franklin hurried to publish a popular ver- 
sification of Ralph Erskine’s Gospel Son- 
nets as well as a second edition of Watts’s 
Psalms and a first of his Hymns and Spiri- 
tual Psalms. He recruited two partners 
for the enterprise, his former apprentice 
James Parker in New York and Charles 
Harrison in Boston. Franklin printed the 
first and last sheets, Parker the rest and 
Harrison bound them. It marked the first 
instance of dividing the production and 
distribution of books. 

While he always made more money 
from the Gazette and the Almanack— 
together accounting for roughly half his 
income—Franklin grasped that book pub- 
lishing was more prestigious and increased 
his reputation not only with other printer- 
publishers, but with the reading public. 

For the first time in America, Franklin 
published fellow printer Samuel Rich- 
ardson’s Pamela: or, Virtue Rewarded, 
arguably the first English novel. Selling 
at six shillings when a loaf of bread cost 
a penny (in other words, the equivalent 
of 120 loaves), the novel was considered 
a luxury. This time, Franklin shipped off 
unbound lots to Boston, New York and 
Williamsburg, where one of his readers 
was young George Washington. 

Selling subscriptions to his books 
through his Gazette, Franklin soon had 
more subscribers than copies, so he gave 
preference to anyone who paid in advance 
or came to his shop with cash in hand. His 
account ledgers show thousands of retail 
transactions. 

When Franklin began to carry out 
scientific experiments, he publicized his 
innovations in newspapers from Mas- 
sachusetts to Georgia, bringing him even 
more customers and readers. Investing the 
profits in real estate, he eventually acquired 
89 rental properties in Philadelphia. 

Appointed by the province’s assembly 
as Pennsylvania’s official printer, Franklin 
found that each year’s new laws guar- 
anteed his newspaper’s profitability. He 
soon also won appointment as clerk to the 
Pennsylvania Assembly. From his entre- 
preneurial springboard, Franklin won his 
first political office as a member of the 
town’s common council. 
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Poor Richard's Almanack, 1748. 


And when the imperial postal lords in 
London criticized the tardy remittances 
of accounts by rival printer Andrew Brad- 
ford, Franklin lobbied through contacts 
in London for the lucrative post of Phila- 
delphia’s postmaster. His accurate record- 
keeping and ability to transform losses 
into profits paved the way for him to next 
win appointment as joint postmaster gen- 
eral for British North America. 

Franklin soon proved to be as adept a 
postmaster general as he was a printer and 
publisher. He gave detailed instructions 
to postmasters and introduced a uniform 
system of accounting and standardized 
forms for all post offices, reforms that 
tripled the number of deliveries between 
Philadelphia and New York and doubled 
those to New England. Visiting all post 
offices as far south as Virginia, he tripled 
revenues, for the first time giving the Brit- 
ish colonies an efficient postal service. 

In a position carrying the prestige of a 
royal official, he shared an annual salary 
of £600 (roughly $110,000 today). For 
the first time, he received a rare govern- 
ment expense account that enabled him 
to travel the length of the continent at will 
and to ship his newspapers and Poor Rich- 
ards Almanack postage-free. 
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The Reverend George Whitefield 


The Franklin-Whitefield publishing 
collaboration was so profitable that Frank- 
lin and his family were able to move to 
a larger house four doors down Market 
Street. Proof of their casting aside of Poor 
Richard's frugality appeared almost imme- 
diately in the Gazette: they were robbed. 
The list of stolen goods included a silk- 
lined coat and a beaver hat. 

In the spring of 1742, news arrived 
that King George II had declared war on 
Spain. The Gazette spread the news that 
Spanish privateers were attacking British 
merchants who were trading illegally with 
Spanish colonies around the Caribbean. 
Gazette readers soon learned of the Brit- 
ish invasion of Florida, of Frederick the 
Great’s invasion of Silesia and of the death 
of Emperor Charles VI. 

As British coastal colonies braced for 
attacks, Scottish merchants in Philadel- 
phia fitted out a privateer, the George, to 
carry the fight to the Spanish, only to be 
rebuffed when they sought an appropria- 
tion from the pacifist, Quaker-dominated 
Pennsylvania Assembly. When France 
joined forces with Spain against Great 
Britain, the Gazette’s columns brimmed 
not only with accounts of distant fight- 
ing, but with tales of Spanish and French 
privateers boldly sailing into Delaware 
Bay and capturing four ships bound for 


Philadelphia. 

In New England, militias boarded a 
British fleet to besiege the French fortress 
at Louisbourg. In New York, French- 
led Indians from Canada attacked and 

burned Saratoga and attacked Albany. 

Pennsylvania-German volunteers 

rode north with Franklin’s only son, 

William, who wore the red uni- 
form of a Grenadier Guards ensign. 
Leading dangerous patrols, young 
Franklin was promoted to the 
highest provincial rank: captain. 
The war finally reached the 
peaceable domain of the Quakers. 

Portuguese and Spanish privateers 

raided up the Delaware River, sacking 
plantations within 30 miles of Phila- 
delphia and capturing a ship only a 
few miles south of the undefended city. 
After 65 years of peaceful relations with 
the natives since its founding by Wil- 
liam Penn, the province of Pennsylvania, 
owned outright by the Penn family, had 
never made any provision for defense. 

As the raids drew closer to Philadelphia 
and the assembly still refused to appro- 
priate funds for defense, Franklin, who 
had much to lose from an Indian raid, 
broke into print, arguing in his Gazette 
that Quaker doctrine was not “absolutely 
against defensive war.” 

In Plain Truth, a pamphlet he wrote 
and distributed free in English and in Ger- 
man, Franklin argued that protection and 
obedience were reciprocal obligations. In 
exchange for the people’s obedience, gov- 
ernment was duty bound to protect them. 
Franklin summoned a mass meeting of 
citizens and called for 500 signatures on a 
petition to the assembly. He got 1,000, but 
the assembly still refused. 

Franklin then appealed for volunteers 
to form a militia: 20,000 Scots Presbyte- 
rians and Pennsylvania Germans flocked 
to colors he designed. Franklin formed 
the Association for General Defense and 
created a lottery whose proceeds would be 
used to order cannon and small arms from 
Boston, then he rode off to New York 
City to borrow guns from that province’s 
government. Franklin’s militiamen drilled 
throughout Pennsylvania with “good 
Muskets, all fitted well with Bayonets,” 
some of which Franklin had sold them. 

Franklin designed and, with hundreds 
of volunteers, built and armed two river 
forts. One, called the Association Fort, 
ran along some 400 feet of shoreline and 


bristled with borrowed cannon. The other, 
an 11-gun battery within walking distance 
of Franklin’s home and businesses, pro- 
tected Society Hill and his own consider- 
able property. Franklin set an example for 
other merchants by contributing cash to 
the city’s defense—and took his turn on 
guard duty at night. 

Despite six years of constant impe- 
rial crisis, Franklin’s business interests 
flourished, largely because of his asso- 
ciation with Whitefield. When European 
diplomats finally met in Paris and, to the 
disgust of Americans, halted the fighting, 
the rival empires returned all conquered 
territory to the status quo antebellum. 
After disbanding his militia, Franklin 
emerged as a leading intercolonial figure 
and spokesman for the new mercantile 
class. For the first time, he was elected to 
the Pennsylvania Assembly. 

He made his former journeyman 
printer David Hall a full partner in his 
Philadelphia printing and book distribu- 
tion business, and over the next 18 years, 
the profits from Franklin & Hall awarded 
Franklin with an average £467 per annum 
(about $76,000 today). Adding income 
from partnerships in New York and 
Charleston and receipts from his Philadel- 
phia rental properties, Franklin’s aggre- 
gate income amounted to £2,000 a year 
(approximately $300,000 today), making 
him among the wealthiest Americans. 

Arriving in Philadelphia a threadbare 
fugitive at 17, Franklin by age 42 had become 
one of the most influential men in Pennsyl- 
vania, thanks largely to the wealth he had 
accrued. Now he could afford to leave the 
daily routines of the print shop and devote 
himself to scientific experiments; to writing 
his best-selling almanac, as well as eco- 
nomic and philosophical tracts; and to his 
growing political engagement. $ 


Willard Sterne Randall is a Distin- 
guished Scholar in History and Profes- 
sor Emeritus at Champlain College. As 
a biographer and lecturer, he special- 
izes in the history of the Founding Era 
and he has been featured on C-Span’s 
Booknotes, History.com, History.net and 
more. His latest book is The Founders’ 
Fortunes: How Money Shaped the Birth 
of America (Dutton, 2022), from which 
this article has been adapted. 
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By Michael A. Martorelli 


THE LEGISLATION creating the Tennessee 
Valley Authority (TVA) in 1933 implicitly 
acknowledged that producing and distrib- 
uting electric power would be by-prod- 
ucts of two important agency missions 
of improving navigability and providing 
for flood control on the Tennessee River. 
The Authority was to accomplish those 
goals by acquiring or constructing a series 
of hydroelectric power-producing dams 
on a treacherous portion of that river. 
And even that plan fulfilled only a partial 
objective of what President Franklin D. 


Norris Dam and Powerhouse, circa 1930s. 
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Roosevelt (FDR) hoped would be a new 
type of regional planning agency. 

FDR envisioned it not only bringing 
inexpensive electric power to the two mil- 
lion residents of the 41,000 square mile 
Tennessee River Basin, but also enhancing 
the region through environmental conser- 
vation, reforestation and both agricultural 
and economic development. The new 
Authority's leaders initiated programs 
aimed at meeting each of those objectives. 
Throughout the first half dozen years of 
the TVA’s existence, however, Director 
David Lilienthal drove the agency primar- 
ily in the direction of becoming an impor- 
tant provider of electric power. 


Setting the Stage 


Even before taking office as the 32nd 
President of the United States, FDR had 
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frequently voiced his objections to the 
activities of investor-owned electric utili- 
ties, accusing them of using their monop- 
oly power to take maximum advantage of 
ratepayers. In related comments, he had 
also decried the inability of state regula- 
tory agencies to limit the behaviors of the 
utility holding companies that controlled 
more than 70% of the investor-owned 
industry's output. 

In September 1932, on the heels of 
an investigational report on that indus- 
try by the Federal Trade Commission 
(FTC), candidate Roosevelt proposed a 
multi-part program to reform the electric 
utility regulatory system. In early 1933, 
President-Elect Roosevelt voiced his sup- 
port for an increased governmental role 
in using the nation’s vast water resources 
to generate and distribute hydroelectric 
power. He did not advocate a government 
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Group photo of the men working at the Norris Dam, circa 1930s. 


takeover of the electric power industry. 
But the incoming President believed a 
federal agency like the TVA would be able 
to charge lower rates than private com- 
panies, and then use that “yardstick” to 
demonstrate the true value of electricity. 

In congressional hearings on the TVA 
Act in April 1933, legislators heard from 
several representatives of the investor- 
owned utility industry, including Wendell 
L. Willkie, President of Commonwealth 
and Southern Corporation (C&S), and 
senior managers from three of that hold- 
ing company’s operating units that served 
the Tennessee Valley. Those executives 
noted their general approval of the TVA’s 
overall plan and acknowledged the federal 
government’s long-established right to 
operate power plants and generate electric 
power. But they challenged the provision 
in the proposed law that gave the Author- 
ity the right to also distribute and market 
that power and thereby begin competing 
with investor-owned utilities. 

Despite the private utility industry’s 
objections, the Act that President Roos- 
evelt signed in May authorized the TVA 
to not only operate dams—such as the one 
it was to acquire on the Tennessee River 
at Muscle Shoals, AL—but also trans- 
mit their power to municipally owned 
distributors and cooperatives that would 
send the electricity directly to consumers. 


Developing the Authority’s 
Power Policies 


The TVA Act did not specify the rela- 
tive importance of the Authority’s goals 
of regional planning, agricultural reform, 
industrialization, navigation, flood con- 
trol or the production and distribution of 
electricity. So it was left to its three direc- 
tors (appointed by the President and con- 
firmed by the Senate) to chart the TVA’s 
immediate future. In July 1933, those 
directors agreed to divide their respon- 
sibilities based on their own areas of 
expertise. Chairman Arthur Morgan was 
a civil engineer experienced in building 
dams and a social reformer who believed 
strongly in the community planning role 
the President envisioned for the TVA. 
Harcourt Morgan was an agricultural sci- 
entist intent on using his experience in 
crop rotation and insect control to help 
the Tennessee Valley’s farmers. David 
Lilienthal was a lawyer who specialized in 
public utility law and whose service with 
the Wisconsin Public Service Commission 
made him the logical person to direct the 
TVA’s power program. 

Less than two weeks after the TVA 
Board’s first meeting, Morgan told Willkie 
the Authority did not intend to interfere 
with the business of the C&S companies 
providing electric service in the Tennessee 


River Basin. Morgan expected the Author- 
ity to cooperate with them by selling the 
power the TVA’s dams would generate 
to C&S’s operating units, who in turn 
would market the electricity to consum- 
ers. He did not want the TVA’s broad 
range of missions jeopardized by unneces- 
sary wrangling over the issue of the federal 
government’s role in both producing and 
delivering electric power. 

Lilienthal had a different attitude 
towards the C&S and its subsidiaries. He 
shared FDR’s enmity of investor-owned 
utilities and believed it was important 
for the TVA to establish its power policy 
before discussing any cooperative distri- 
bution agreements with any of them. In 
late August, the Authority published that 
policy. The first of its 11 points set the tone: 
“The business of generating and distribut- 
ing electric power is a public business.” 
Another noted the TVA’s intention to 
serve the public interest even to the detri- 
ment of any private electric company. 

The TVA identified the first market 
for its electricity as an area paralleling 
the transmission lines it would be build- 
ing between the renamed Wilson Dam 
at Muscle Shoals and two dams it would 
also begin constructing: the Norris Dam 
some 230 miles away on the Clinch River 
in Northern Tennessee, and the Wheeler 
Dam on the Tennessee River about 15 
miles upstream from Muscle Shoals. Lil- 
ienthal shared FDR’s belief that the private 
utilities serving the area had long been 
charging rates that were both unjustifiably 
high and largely unaffordable by most of 
the population. So even before the TVA 
generated any power, he established a rate 
structure that would make the Author- 
ity’s distributor customers price the use of 
1,200 kw hours per year at 2.7 cents per kw 
hour. This unusually low pricing structure 
was controversial because it was not based 
on the TVA’s present expense levels, but 
on the assumed levels it would experience 
once its power plants reached their opti- 
mal operating rates. 

The average power consumer of the 
C&S companies operating in the area at 
that time used only about 735 kw hours 
per year for which they paid about 5.2 
cents per kw hour. Lilienthal believed the 
availability of inexpensive power would 
encourage the purchase of more electrical 
appliances, thus leading to higher annual 
usage by each customer and justifying 
a lower average price per kw hour. To 
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President Franklin D. Roosevelt signs the TVA Act, 1933. 


encourage such purchases, the director 
persuaded FDR to establish the Electric 
Home and Farm Authority (EHFA) as 
a de facto subsidiary of the TVA. This 
new agency provided low-interest loans 
to consumers wanting to purchase electric 
appliances. Manufacturers, such as Gen- 
eral Electric and Westinghouse, cooper- 
ated with this marketing effort by design- 
ing new low-priced models of various 
appliances to sell to a group of previously 
unreachable customers. 

In October, Willkie urged Lilienthal to 
abandon his ambitious plan for the TVA 
and to instead agree to sell the C&S all the 
power the Authority's power plants would 
generate for about $500,000 per year. 
Lilienthal signaled his contempt of that 
suggestion by announcing the TVA’s first 
new contract; it would begin selling power 
to a publicly owned distribution system 
in Tupelo, MS, in February 1934 upon 
the expiration of a contract the Corps of 
Engineers had signed to send the Muscle 
Shoals (now Wilson) Dam’s power to the 
Alabama Power Company. Lilienthal then 
proposed that his agency should use its 
power of eminent domain to take over 
transmission facilities in several counties 
in Alabama, Mississippi and Tennessee 
and begin distributing electricity over a 
wider area. Of course, he noted, if the 
C&S would be willing to sell those assets 
to the TVA, that would be a satisfactory 
alternative. 


In January 1934, the C&S president and 
the TVA director in charge of power oper- 
ations reached an agreement. The investor- 
owned utility would sell the TVA a system 
in northeastern Mississippi for $850,000; it 
would also grant the TVA options to pur- 
chase transmission lines and related assets 
in northern Alabama and eastern Tennes- 
see in exchange for $1 million to be paid 
to C&S’s Alabama Power subsidiary and 
another $900,000 to its Tennessee Elec- 
tric Power Company (TEPCO) unit. C&S 
acknowledged the TVA’s right to both 
provide power and handle its distribution; 
and the TVA conceded its mandate to do 
so only in certain designated geographic 
areas. The contract gave the TVA the right 
to purchase other willing utilities’ assets 
and to negotiate distribution agreements 
with additional municipalities and coop- 
eratives in its authorized territory. 


Producing and Distributing 
Electric Power 


The TVA began operating the Wilson Dam 
in July 1933. In September, crews began 
constructing the Norris and Wheeler 
Dams. That same month, the TVA had to 
suspend much of its fledgling power pro- 
gram to cope with the first of many legal 
challenges to its existence. George Ash- 
wander and 13 preferred stockholders of 
Alabama Power sued to enjoin the Author- 
ity’s performance under the January 1934 
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The first TVA Board: Arthur Morgan, Harcourt Morgan and David Lilienthal. 


contract with C&S, claiming that its direc- 
tors went beyond their statutory authority 
when they signed it. In addition, disputes 
over the precise terms of the proposed 
sale of properties from certain C&S units 
to the TVA made it impossible for the 
Authority to acquire those assets. Despite 
these limitations on its activities, in the 
fiscal year that ended June 30, 1934, the 
TVA generated revenue of $835,000 from 
selling 395,800 kw hours of power from the 
Wilson Dam to municipal or cooperative 
customers in Alabama and Mississippi. 

Dealing with legal challenges hurt the 
TVA’s power program in each of the 
next few years. In February 1935, a Dis- 
trict Court upheld the injunction in the 
Ashwander case; in July, a Circuit Court 
of Appeals overturned that decision. The 
plaintiffs and the Authority both appealed 
the case to the Supreme Court. In March 
1936, that Court dismissed the case; the 
justices ruled that the TVA’s directors did 
indeed have the right to sign contracts to 
sell the Wilson Dam’s power and to pur- 
chase assets from private power compa- 
nies. That decision cleared the way for the 
Authority to resume distributing power 
to a group of more than a dozen munici- 
palities and cooperatives and to continue 
negotiating with private power companies 
to acquire their assets. 

Just two months later, TEPCO and a 
group of 18 other investor-owned utili- 
ties (including five C&S operating units) 
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also sued the TVA. They asserted that the 
Authority had no right to develop a power 
program that used extremely low rates to 
drive private utility companies out of busi- 
ness. In December, a District Court agreed 
and imposed a preliminary injunction 
against certain of the TVA’s operations. 

By then, it was becoming apparent that 
Lilienthal’s prediction about the effect that 
lower prices for electricity would have on its 
consumption were proving correct. From 
1933 to 1936, annual power usage doubled 
in most of the limited areas the TVA served. 
Consumption also increased in areas served 
by private companies, such as Alabama 
Power and TEPCO, after those utilities low- 
ered their own rates by an average of 30%. 

In the Autumn of 1936, power plants 
at the newly completed Norris Dam and 
Wheeler Dam went online, thus nearly 
doubling the capacity of the TVA system. 
Legal challenges continued to hamper the 
Authority’s activities. Nevertheless, by the 
end of fiscal 1937, the TVA was serving 32 
municipalities and cooperatives in addi- 
tion to nine industrial customers. It gener- 
ated revenue of $1,680,000 from the sale 
of 731,600 kw hours of power. 

In January 1938, a Circuit Court of 
Appeals dissolved the injunction granted 
TEPCO et al. in December 1936. Shortly 
afterwards, a three-judge panel of a Dis- 
trict Court ruled that the TVA’s activities 
on the Tennessee River were primarily 
aimed at improving navigation and flood 
control and not on destroying the business 
of any private utility company. The plain- 
tiffs appealed to the Supreme Court. In the 
meantime, however, Willkie was conclud- 
ing that the investor-owned utility industry 
could not prevent the continued expansion 
of the TVA. He offered to sell the TVA all 
the C&S operating units in the Tennes- 
see Valley if the Authority would agree to 
operate only within that geographic area. 
Director Lilienthal rejected that offer; but 
he did agree to begin negotiations about 
a potential settlement of the TEPCO case. 
Willkie proposed selling TEPCO to the 
TVA for $90 million; Lilienthal offered $57 
million, so no deal was reached. 


Wilson Dam, circa 1930s. 


In January 1939, the Supreme Court 
dismissed the TEPCO case, stating that the 
plaintiffs had no right to protect themselves 
from potential competition from an orga- 
nization such as the TVA. The following 
month, Willkie and Lilienthal agreed to a 
purchase price of $78.4 million for TEPCO. 
In April, Congress authorized a $61 million 
bond issue to provide the bulk of the funds 
to complete that purchase. The resolution of 
this final legal challenge to the TVA’s exis- 
tence and authority, the opening of another 
dam on the Tennessee River at Pickwick 
Landing and the addition of power plants 
at two other sites helped power sales surge. 
In the fiscal year that ended June 30, 1939, 
unit sales totaled 1,616,793 kw hours.; rev- 
enue exceeded $5,445,000. 

In August 1939, Lilienthal presented 
Willkie with a check for $44.7 million, 
the TVA’s share of the purchase price for 
TEPCO. Representatives of 33 municipali- 
ties and cooperatives provided the remain- 
ing $33.7 million. The addition of TEPCO’s 
output, several other acquisitions com- 
pleted during the year and new facilities 
at other sites supported an unprecedented 
expansion of the TVA’s power program. In 
fiscal 1940, the first year during which the 
TVA was not hampered by legal challenges 
to its existence, unit sales and revenue 
almost tripled to 3,630,000 kw hours and 
$15.1 million, respectively. 


The TVA in 1940 


By the summer of 1940, the TVA had 
become an important provider of electric- 
ity and a strong counterbalance to the 
investor-owned utilities President Roo- 
sevelt believed had long been exploiting 
a part of rural America. The much bal- 
lyhooed “yardstick” FDR espoused in 1933 
proved to be a controversial and unwork- 
able notion. As it happened, however, the 
private utilities operating in areas within 
Alabama, Mississippi and Tennessee not 
served by the TVA actually followed the 
Authority in lowering the price of electric- 
ity. In contrast to their earlier fears, they 
continued to generate respectable profits 


and feed the capital accounts necessary to 
maintain their own expansion programs. 
Lilienthal may not have intended for 
the TVA to become the country’s largest 
producer of electric power. Indeed, he 
shared his fellow directors’ dismay that the 
Authority had not made as much progress 
in accomplishing some of its other goals. 
But he agreed with government officials 
and utility industry executives alike that 
the TVA’s position of strength in the elec- 
tric power industry made it a particularly 
important government body. Fortunately 
for the country, that wholly owned gov- 
ernment organization was quite capable 
of satisfying what would soon become the 
enormous needs of many defense industry 
installations along the Tennessee River. $ 


Michael A. Martorelli is a Director 
Emeritus at Fairmount Partners and a 
frequent contributor to Financial His- 
tory. He earned his MA in History from 
American Military University. 
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“GOLD STANDARD’ has a certain ring to 
it, doesn’t it? Class and confidence and 
solidity. Every good or service is mea- 
sured against its unalloyed quality. And 
when it comes to describing a country’s 
monetary or currency system, the “gold 
standard”—where the amount of currency 
in circulation is related to the volume of 
gold held—sounds a lot better than “fiat 
currency or “bi-metallism” or “dollariza- 
tion” or “cryptocurrency.” 

In the United States, our monetary sys- 
tem has had a love/hate relationship with 
the gold standard since the country started. 
Sometimes official, sometimes not. In 1896, 
a major presidential candidate likened the 
gold standard to a crucifix. In 1971, none 
other than Richard Nixon decided that 
the United States (and hence the world) 
needed to move on. Dollars were no longer 
pegged to or redeemable in gold. From that 
day forth, the Federal Reserve would decide 
the supply of money based on standards set 


in its charter, and on its analysis of present 
and future economic needs. 

Is this a good idea? Or would we be bet- 
ter off returning to the gold standard, or 
some other reserve system? 

Those are the central questions posed by 
The Gold Standard: Retrospect and Pros- 
pect, a collection of papers which explores 
and discusses the gold standard’s past and 
future. The book is published under the 
aegis of the American Institute of Eco- 
nomic Research. While it is clear that the 
contributors have a hankering for the gold 
standard, it isn’t a jeremiad, but a sincere 
attempt to educate and foment discussion 
on how money is viewed and valued. 

There are many misconceptions about 
the gold standard in the United States, 
and the book’s opening chapters try to 
set the record straight. As barter waned, 
money (more portable!) became the default 
method of exchange. Different metals were 
used in coinage, but after a while gold and 
silver became the standards. Then came 
paper money. For most of the 1900s, paper 
currency was informally linked to gold and 
silver, until Britain officially pegged the 
pound to a set amount and quality of gold. 
When the United States finally established 
a central bank in 1913, the dollar, too, was 
valued in relation to gold. In 1933, FDR 
temporarily suspended the gold standard. 
But when the dollar was made the world’s 
reserve currency at Bretton Woods, the gold 
standard returned for its final act. And then 
Nixon came along: Gold Standard, RIP. 

What drove the gold standard’s attrac- 
tiveness, argues the next chapters, was 
its ability to provide stability. The most 
important measure of this stability was 
the purchasing power of money. Gold 
supply had transparency, and actors could 
make decisions on the value of any cur- 
rency pegged to the metal. Gold also 
had an auto-correct mechanism, since 
gold miners could produce more gold 
when it became dear, and put it to other 
uses when too cheap. This led to longer- 
term confidence in contracts and lessened 
the effect of inflation or deflation. The 
authors admit that 50 years or so of an 
“official” gold standard (1913-1971, minus 
war years) is a relatively short period to 
measure effectiveness. But for discussion, 
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they argue that enough data exists to show 
that growth and economic progress were 
as good or better than today’s approach. 

Critics of the US or any gold standard 
are numerous and well known—from Wil- 
liam Jennings Bryan to John Meynard 
Keynes to Paul Krugman. The editors give 
time to these criticisms. Examples include: 
it is a ridiculous reliance on mined metal, 
there is not enough gold in the world, gold 
prices and supply are volatile, the defla- 
tionary impact is too strong, the system is 
too rigid, the world won't go along with it, 
it is too expensive, etc. All of the arguments 
are cycled through. Not surprisingly, while 
interesting, the authors conclude they are 
not insurmountable. The existing system 
of “fiat” money could work, they admit, 
but is unreliable because constraints are 
often jettisoned by monetary authorities at 
the first sign of economic discomfort. 

The book is well-ordered, and the essays 
are, by and large, clearly written, or as 
clearly written as economic papers tend to 
be. The arguments against the gold stan- 
dard are what we call in the law, “straw 
men, weakly presented and designed to 
be swatted away easily. They should have 
been presented by a full-throated and 
energetic economist who opposes the idea. 
There are many. Miners play a continu- 
ing role in the supply of gold—part of the 
auto-correction mechanism—but there is 
no discussion of how mining has changed 
dramatically, and how supply might be 
manipulated in the hands of a few corpo- 
rate or national operators. 

The Gold Standard is an academic book, 
but it is worth the time and effort to read. 
The penultimate chapter on cryptocur- 
rency is particularly enlightening, and I 
commend it to anyone. As I write this, the 
Fed has decided that free money has to 
end. Inflation is running at a 40-year high. 
Does this mean that the gold standard 
should return? Or is it a “barbarous relic’? 
Up for discussion, I suppose. But just 
remember that the US Federal Reserve 
still holds gold—lots of it—s5o years after 
the country ended the standard. So who is 
hedging their bets? $ 


James Prout can be reached at jpprout@ 
gmail.com. 


. The first of four new quarter designs 
highlighting influential American 
women went into circulation in 
January 2022 and features the portrait 
of Maya Angelou. Who will be featured 
on the second quarter in this series? 


. As of February 2022, how many 
former Secretaries of the US Treasury 
are alive? 


. Which Founding Father arrived in 
Philadelphia a threadbare fugitive at 
17 and was one of the most influential 
and successful businessmen in 
Pennsylvania by the age of 42? 


. Who wrote in his 1992 Letter to 
Shareholders, “In the business world, 
unfortunately, the rear-view mirror is 
always clearer than the windshield” 


. What 1919 Michigan case is often | 
cited to back corporate law's | poi 
commitment to shareholder value? Ye 


. What avid investor did Will Rogers 
call “the best financier we had in our 
profession’? 


. What initiative did FDR envision 
would bring inexpensive electric 
power to the two million residents 
of the 41,000 square mile Tennessee 
River Basin and enhance the region 
through environmental conservation, 
reforestation and both agricultural 
and economic development? 


. Who was the longest-serving US 
Secretary of the Treasury? 


. When was the current $1 bill designed? 
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. What electric-vehicle maker was the 
largest IPO of 2021, without even hav- 
ing its product on the mass market? 
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